VOLUME 11, NO. 20 








RELEASES IN THIS ISSUE 


APRIL 26, 1977 














SECURITIES EXCHANGE ACT OF 1934 








Securities Exchange Act - 13437-46....... 2231 
Public Utility Holding 

Company Act - 19976-86 ...... 2235 
Trust Indenture Act - Ms cis cers 2252 
Investment Company Act - 9717-23 ...... 2253 
Litigation a FROST oie 2260 


This issue covers releases issued from 4/8/77- 
4/14/77 


This listing does not affect the legal status of any 
document published in this issue. 





SEC DOCKET INDEX 








VOLUME FOUND IN DOCKET DATED 
1 Vol. V, No. 15 12/3/74 
II Vol. V, No. 16 12/10/74 
li Vol. VI, No. 3 1/8/75 
IV Vol. VI, No. 15 4/22/75 
V Vol. VI, No. 20 5/28/75 
Vi Vol. Vil, No. 8 7/22/75 
Vil Vol. Vill, No. 15 1/28/76 
Vill Vol. IX, No. 11 5/18/76 
IX Vol. X, No. 11 10/5/76 
X Vol. XI, No. 9 2/8/77 


SIGNIFICANT ITEMS ANNOUNCEMENTS 


34-13437. INSIDER TRADING BY LAW FIRM 


EMPLOYEES 
RULES 


The following rules relate to self-regulatory organi- 
zation rule proposals and/or adoptions. 
34-13440 


34-13441 34-13442 











SECURITIES EXCHANGE ACT OF 1934 
Release No. 13437/April 8, 1977 


Insider Trading by Law Firm Employees 


The nature of the services performed by law firms on 
behalf of clients whose securities are publicly traded or 
who deal in such securities often results in those law 
firms receiving information which has not yet been 
released to the public but which is of great significance 
to the securities markets. The antifraud provisions of 
the Federal securities laws, as well as the high ethical 
standards required of those engaged in the practice of 
law, mandate that the confidentiality of non-public 
information be preserved and in particular that such 
information not be used as the basis for trading in 
securities. This obligation extends not only to partners 
in the law firm but also to associated lawyers and 
service personnel employed by the firm. 


It has come to the attention of the Commission that in 
certain instances law firm personnel' may have abused 
their position of trust and confidence by trading in secu- 
rities while in possession of material non-public 
information obtained in the course of their employment, 
or by revealing such information to others who have 
engaged in securities transactions on the basis of such 
information. 


Law firms, like others which have confidential informa- 
tion in their possession that may affect the securities 
trading markets, have an affirmative obligation to safe- 
guard such information. 


While the Commission recognizes that no procedures 
can guarantee that individual employees will not take 
unfair advantage of their position, law firms are 
encouraged to establish policies and procedures 
regarding confidential information and take steps to en- 





In these instances, the personnel involved were legal 
secretaries and stenotypists who had access to 
confidential communications from clients of the firm. 
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sure that all firm personnel are familiar with those 
policies, including the serious consequences that may 
result from conduct violating such policies. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13438/April 11, 1977 


Admin. Pro. File No. 3-5147 
In the Matter of 
FIRST WESTERN SECURITIES COMPANY, et al. 


FINDINGS AND ORDER IMPOSING 
REMEDIAL SANCTIONS 


In these proceedings under the Securities Exchange 
Act, First Western Securities Company (registrant) and 
William C. Lasswell, Jr. failed to answer the order that 
instituted these proceedings and they are therefore in 
default.! 


On the basis of that order it is found that: 


1. Registrant, wilfully aided and abetted by Lasswell, 
wilfully violated Section 17(a) of the Securities 
Exchange Act of 1934 and Rules 15c3-1 and 15c3-3 
thereunder. 


2. Registrant, wilfully aided and abetted by Lasswell, 
wilfully violated Section 15(c) of the Securities 
Exchange Act of 1934 and Rules 15c3-1 and 15c3-3 
thereunder. 


In view of the foregoing, it is in the public interest to 
revoke registrant’s broker-dealer registration and to bar 
Lasswell from association with any broker or dealer. It is 
also necessary and appropriate in the public interest for 
the protection of investors to expel Lasswell and 
registrant from membership in the Spokane Stock 
Exchange and bar them from association with a 
member of any national securities exchange or 
registered securities association. 


Accordingly, IT IS ORDERED that effective at the 





'Rule 7(e) of the Commission’s Rules of Practice pro- 
vides that the allegations in that order may be deemed 
true as to a defaulting respondent. 
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opening of business on the second Monday after the 
date of this order: the registration of First Western 
Securities Company as a broker-dealer be, and hereby 
is, revoked; William C. Lasswell, Jr. be, and hereby is, 
barred from being associated with any broker or dealer; 


and it is further ORDERED that William C. Lasswell, Jr. 
and First Western Securities Company be and hereby 
are expelled from membership in the Spokane Stock 
Exchange and barred from being associated with a 
member of any national securities exchange or 
registered securities association. 


For the Commission, by its secretary, pursuant to dele- 
gated authority. 


George A. Fitzsimmons 
Secretary 





SEC Act Release No. 13439/ April 11, 1977 


The Securities and Exchange Commission has ordered 
administrative proceedings under the Securities Ex- 
change Act of 1934 naming First Options of Chicago, 
Inc. (the Registrant), a registered broker-dealer, with its 
principal place of business in Chicago, Ill. 


The proceedings are based on allegations of the 
Commission’s staff that the Registrant, as a member of 
the Chicago Board Options Exchange which clears 
transactions in listed options for specialists on that 
Exchange who act as market makers in such options, 
improperly extended credit to such options market 
makers. The staff alleges that such extensions of credit 
violate the federal securities laws and Regulation T pro- 
mulgated by the Federal Reserve System. 


The staff also alleges that the Registrant failed to give 
proper notification of the condition of certain market 
makers’ accounts to the Commission and self-regula- 
tory agencies, failed to issue calls for additional equity 
to market makers as required by the Commission’s net 
capital rule, and filed to liquidate positions in the 
accounts of certain market makers as required by said 
net capital rule. 


In addition, the staff alleges that the Registrant failed to 
make and keep accurately certain books and records. 


A hearing will be scheduled by further order to take 
evidence on the staff allegations and to afford the 
Respondent an opportunity to offer any defenses 
thereto, for the purpose of determining whether the 
allegations are true, and, if so, whether any action of a 
remedial nature should be ordered by the Commission. 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 13440/ April 13, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
THE AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-77-6 


The American Stock Exchange, Inc., submitted on April 
4, 1977 a proposed rule change under Rule 19b-4 to 
permit a member the alternative of obtaining a 
customer’s approval either before or after a transaction 
in which the member, as principal, fills a customer's 
agency order after attempting on the floor to obtain a 
better price for the customer. 


Publication of the submission is expected to be made in 
the Federal Register during the week of April 11, 1977. 
In order to assist the Commission to determine whether 
to approve the proposed rule change or institute 
proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 21 days from-the date 
of publication in the Federal Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-Amex-77-6. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13441/April 11, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
THE NEW ENGLAND SECURITIES DEPOSITORY 
TRUST COMPANY (File No. Sr-NESDTCO-77-6) 


The New England Securities Depository Trust Company 
submitted on April 4, 1977, a proposed rule change, 
pursuant to Rule 19b-4 under the Securities Exchange 
Act of 1934, concerning the establishment of a 
depository interface with the Midwest Securities Trust 
Company. 


Publication of the submission is expected to be made in 
the Federal Register during the week of April 18, 1977. 
Interested persons are invited to submit written data, 
views and arguments concerning the submission within 
twenty-one days from the date of publication in the 
Federal Register. Persons desiring to make written sub- 
missions should file six copies thereof with the Secre- 
tary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-NESDTCO-77-6. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13442/April 12, 1977 


NOTICE OF FILING OF AMENDMENT TO PROPOSED 
RULE CHANGE BY PACIFIC STOCK EXCHANGE IN- 
CORPORATED 


(File No. SR-PSE-76-11) 


The Pacific Stock Exchange Incorporated (‘PSE"’) sub- 
mitted on March 15, 1977 an amendment (‘’Amend- 
ment’’) to its proposal (‘’Proposal’’) to adopt a policy 
which would permit it to list options of the same classes 
currently traded on other exchanges but having 
different expiration cycles (‘‘multiple cycle trading’’). 
Notice of submission of the Proposal under rule 19b-4 
(17 CFR 240.19b-4) was given by publication of a 
Commission Release (Securities Exchange Act Reiease 
No. 12250, March 23, 1976) and by publication in the 
Federal Register (41 Fed. Reg. 13424, March 30, 1976). 
On March 3, 1977, the Commission notified PSE of its 
view that multiple cycle trading may not now be 
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consistent with the requirements of the Securities 
Exchange Act of 1934 (the “‘Act’’) applicable to 
exchange option pilot programs but that the Commis- 
sion would not now wish to rule out experiments with 
multiple cycle trading at a future date and under 
appropriate circumstances. The text of that communi- 
cation was reproduced in Securities Exchange Act 
Release No. 13227 (March 3, 1977). 


Prior to submission of the Amendment, the Proposal 
did not deal with the possible reactions of other 
exchanges to PSE’s introduction of multiple cycle 
trading. Thus, if another exchange listed a particular 
option class on a January cycle and PSE then intro- 
duced trading in that class on a February cycle, the 
other exchange would be free to respond by listing such 
option class on a February cycle as well as retaining its 
pre-existing January cycle. The Proposal, as amended, 
urges the Commission to impose on any self-regulatory 
organization seeking to engage in multiple cycle trading 
a condition to the effect that such organization will not 
list options of any given class on more than one 
expiration cycle. PSE has expressed its belief that a 
limited burden on competition would be imposed by the 
Commission’s adoption of a policy to that effect but 
that such burden would be necessary or appropriate in 
furtherance of the purposes of the Act. 


Publication of the terms of substance of the Proposal, 
as amended, is expected to be made in the Federal 
Register during the week of April 18, 1977. Interested 
persons are invited to submit written data, views and 
arguments concerning the amended Proposal within 20 
days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-PSE-76-11. 


Copies of the amended Proposal and of all written 
comments will be available for inspection at the 
Securities and Exchange Commission’s Public Refer- 
ence Room, 1100 L Street, N.W., Washington, D.C. 
Copies of the filing will also be available at the principal 
office of the Pacific Stock Exchange Incorporated. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13443/April 13, 1977 
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Unlisted Trading Granted 


The Securities and Exchange Commission has issued 
orders granting the applications of the Midwest and 
Philadelphia Stock Exchanges for unlisted trading 
privileges in the common stock, 66 2/3 par value of 
Bally Manufacturing Corp. and such an order has also 
been issued granting the application of the Philadelphia 
Stock Exchange, Inc. for such privileges in the common 
stock, $5.00 par value of the Grand Union Co. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13444/April 13, 1977 


LISTING ACTIONS 


The Securities and Exchange Commission has issued 
orders pursuant to Section 12(d) of the Securities 
Exchange Act of 1934 granting the applications of the 
following companies to list the specified securities on 
the following stock exchanges: New York Stock 
Exchange, Inc.—American Credit Corp. (8% % senior 
debentures due 1997) (effective as of March 14, 1977); 
Georgia-Pacific Corp. (6-7/8% Notes due 1982 and 
7% % Notes due 1985) (effective as of March 4, 1977); 
Grow Chemical Corp. (common stock, $.10 par value) 
(effective as of March 15, 1977); and Oak Industries, 
Inc. ($1.75 cumulative convertible preferred stock NPV 
series C) (effective as of March 14, 1977). Pacific Stock 
Exchange, Inc. —RLC Corp. (common stock, $1.00 par 
value) (effective as of March 10, 1977). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13445/ April 13, 1977 


DELISTING GRANTED 


The Securities and Exchange Commission has issued 
orders granting the applications of the following stock 
exchanges to strike from listing and registration thereon 
the common stock (unless otherwise noted) of the 
following companies: American Stock Exchange, 
Inc. —Hydrometals, Inc. ($.60 cumulative preferred 
stock). New York Stock Exchange, _ Inc. —Milgo 
Electronic Corp. and Royal Industries, Inc. 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 13446/April 14, 1977 


e 'In the Matter of 


STATE OF NORTH DAKOTA doing business as the 
Bank of North Dakota 

700 East Main 

Bismark, North Dakota 58505 


ORDER GRANTING AN EXEMPTION FROM RULES 
UNDER CERTAIN PROVISIONS OF THE SECURITIES 
EXCHANGE ACT OF 1934 


Section 15B(a)(4) of the Securities Exchange Act of 
1934 (the “‘Act’’) provides that the Commision may 
exempt conditionally or unconditionally any broker, 
dealer, or municipal securities dealer from any provision 
of Section 15B or the rules or regulations thereunder if it 
finds that such exemption is consistent with the public 
interest, the protection of investors and the purposes of 
the section. The State of North Dakota, doing business 
as the Bank of North Dakota, has requested an 
exemption from Section 15B and the rules and 
regulations thereunder. 


The Bank of North Dakota (the ‘‘Bank’’) engages in the 
business of buying and selling municipal securities for 
its own account, other than in a fiduciary capacity, and 
is, therefore, a municipal securities dealer within the 
meaning of Section 3(a)(30) of the Act. The Bank was 
required to register and did register as a municipal 
securities dealer on the effective date of Section 15B of 
the Act. The Bank is entirely state-owned and 
purchases small issues of North Dakota municipal 
securities which it then resells substantially without 
profit. In light of the restricted nature of the Bank’s 
activities and because it is operated directly by the State 
of North Dakota, the Commission has determined that it 
is consistent with the public interest, the protection of 
investors, and the purposes of Section 15B to exempt 
the Bank from Section 15B of the Act and the rules and 
regulations thereunder. 


Accordingly, IT 1S ORDERED, pursuant to Section 
15B(a)(4) of the Act, that the Bank of North Dakota be 
exempted from Section 15B of the Act and the rules 
and regulations thereunder, provided that this exemp- 
tion may be terminated by the Commission at any time 
upon sixty days’ notice to the Bank. 


By the Commission 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT 
OF 1935 
Rel. No. 19976/ April 8, 1977 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run 
Fort Wayne, Indiana 46801 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 


(70-5998) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
PREFERRED STOCK AT COMPETITIVE BIDDING 
AND CAPITAL CONTRIBUTION FROM HOLDING 
COMPANY TO SUBSIDIARY 


NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc. (‘‘AEP’’), a registered holding 
company, and Indiana ard Michigan Electric Company 
(“1&M’’), an electric utility subsidiary thereof, have filed 
an application-declaration pursuant to the Public Utility 
Holding Company Act of 1935 (‘‘Act’’), designating 
Sections 6(b) and 12 of the Act and Rules 42(a), 45, and 
50 promulgated thereunder as applicable to the propos- 
ed transactions. All interested persons are referred to 
the application-declaration, which is summarized 
below, for a complete statement of the proposed trans- 
actions. 


1&M proposes to issue and sell, subject to the competi- 
tive bidding requirements of Rule 50 under the Act, up 
to 1,600,000 shares of a new series of its cumulative 
preferred stock, par value $25 per share. The price to be 
received by |&M shall be $25 per share, which shall also 
be the price at which the preferred stock shall be initially 
offered to the public. The dividend rate and the amount 
per share to be paid by I&M as compensation to the 
purchasers of the preferred stock will be determined by 
competitive bidding. None of the shares of the preferred 
stock may be redeemed during the five year period 
following the date of its issuance if such redemption is 
for the purpose of refunding such stock, directly or 
indirectly, through the incurring of debt or the issuance 
of stock ranking equally with or prior to the preferred 
stock at an effective interest cost of effective dividend 
cost less than the dividend cost to l&M of the preferred 
stock. 


The terms of the preferred stock may provide for a 
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cumulative sinking fund pursuant to which l&M would 
retire at $25 per share, commencing no earlier than five 
years after sale, not more than 5% annually of the 
shares initially issued, with the non-cumulative option 
on any sinking fund date of redeeming at $25 per share 
an additional like number of shares, and with the option 
to credit against any sinking fund requirement the 
shares of preferred stock theretofore purchased or 
otherwise acquired by I&M. 


It is stated that 1&M will decide upon the necessity for a 
sinking fund at a subsequent date and notify 
prospective bidders of its decision by telegram 
reasonably in advance of, but not less than 72 hours 
prior to, the bidding date. 


AEP proposes, prior to or concurrently with the sale of 
the preferred stock, to make one or more cash capital 
contributions aggregating $39,000,000 to I&M. The 
making of $19,000,000 of cash capital contributions has 
been previously authorized by this Commission (HCAR 
No. 19597). Authorization is sought for the remaining 
$20,000,000 of cash capital contributions. It is stated 
that the preferred stock will not be issued and sold 
unless, prior to such sale, 1&M shall have received from 
AEP one or more cash capital contributions aggregating 
$39,000,000. 


It is proposed that the proceeds from the sale of the 
preferred stock will be applied, within ninety days after 
such sale, to the payment of a like principal amount of 
unsecured short-term debt of I&M. As of March 16, 
1977, |&M had $157,984,000 principal amount of 
unsecured short-term debt outstanding, and it is 
anticipated that at the time of sale of the preferred 
stock, and following the receipt of the cash capital 
contributions, not less than $100,000,000 principal 
amount of unsecured short-term debt will be outstand- 
ing. It is proposed that the proceeds from the cash 
capital contribution or contributions from AEP will be 
applied by 1&M, together with other funds available to 
it, to the payment of unsecured short-term debt and for 
construction. |I&M states that its construction program 
for 1977 is estimated at $143,750,000 (exclusive of 
construction costs of approximately $85,200,000 of its 
generating subsidiary). 


It is stated that the Public Service Commission of 
Indiana and the Michigan Public Service Commission 
have jurisdiction over the proposed transactions and 
that no other state commission and no_ federal 
commission, other than this Commission, has jurisdic- 
tion over the proposed transactions. Fees and expenses 
to be incurred in connection with the proposed trans- 
actions will be supplied by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 4, 1977, request in writing that 
a hearing be held on such matter, stating the nature of 
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his interest, the reasons for such request, and the issues 
of fact or law raised by said application-declaration 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicants-declarants at the above-stated addresses, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the 
request. 


At any time after said date, the application-declaration, 
as filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under 
the Act or the Commission may take such other action 
as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT 
OF 1935 
Rel. No. 19977/April 8, 1977 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 46801 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 10004 


(70-5990) 


ORDER AUTHORIZING GUARANTY BY HOLDING 
COMPANY OF CONTRACTUAL OBLIGATION OF 
SUBSIDIARY 


American Electric Power Company, Inc. (““AEP’’), a re- 
gistered holding company, and Indiana & Michigan 
Electric Company (“I&M”’), an electric utility subsidiary 
company of AEP, have filed a declaration, and an 
amendment thereto, with this Commission pursuant to 
Sections 12(b) and 12(f) of the Public Utility Holding 





Company Act of 1935 (‘‘Act’’), regarding the following 
proposed transaction. 


I&M is the co-licensee with its wholly-owned subsid- 
iary, Indiana & Michigan Power, of the Donald C. Cook 
Nuclear Plant located at Bridgman, Michigan and from 
time to time purchases uranium to fuel Unit 1 at said 
plant. Presently |&M is attempting to procure uranium 
for the reload of Batch 5 of the fuel for Unit 1. Under its 
contract with the United States Energy Research and 
Development Administration (“7ERDA”) for uranium 
enrichment services, I&M is required to have the 
uranium for Batch 5 at ERDA’s facilities ninety days 
prior to withdrawal of the enriched uranium, which in 
this case is June 20. Consequently, the uranium should 
have been delivered to ERDA by March 22. Since it was 
not so delivered |&M is incurring substantial late 
charges. If the requisite amount of uranium is not 
delivered by June 20, then ERDA’s emergency 
procedures would be triggered and l&M would have to 
“borrow” the necessary amount of uranium from ERDA 
at a substantial rental and would be obligated to replace 
such uranium within a reasonable period of time. 


1&M had expected to arrive at an interim solution with 
its main uranium supplier, with which it is involved in a 
protracted contract dispute, for the provision of 
uranium to cover the reload of Batch 5. Recently, 
however, it became evident that such a solution would 
not be reached in time. |1&M then began negotiations 
with the Omaha Public Power District (‘‘Omaha’’) for 
the sale and purchase of 200,000 pounds of uranium as 
U;0O,. The proposed contract would obligate 1&M pri- 
marily to sell back to Omaha a like amount of uranium 
within two years of the date of transfer. If I|&@M could 
not do so for reasons beyond its reasonable control, 
then as its secondary obligation it would have to pay 
Omaha, if the market price at sell-back time is greater 
than the price paid by 1&M under the contract, the 
difference between said prices. One of Omaha’s pre- 
requisites to the transaction is that AEP guarantee the 
performance of the secondary obligation. It is proposed 
that AEP so guarantee said obligation. It is stated the 
AEP will not make any charge to any AEP system com- 
pany in connection with its guarantee of I&M’s 
secondary obligation. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $2,500, 
including legai fees. No state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19935), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the 


rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and 
consumers that said declaration be permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration 
be, and it hereby is, permitted to become effective 
forthwith, subject to the terms and _ conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT 
OF 1935 
Release No. 19978/April 12, 1977 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
P. O. Box 61005 
New Orleans, Louisiana 70161 


MISSISSIPPI POWER & LIGHT COMPANY 
ARKANSAS POWER & LIGHT COMPANY 
ARKANSAS-MISSOURI POWER COMPANY 
LOUISIANA POWER & LIGHT COMPANY 
NEW ORLEANS PUBLIC SERVICE INC. 
MIDDLE SOUTH ENERGY, INC. 


(70-5399) 


NOTICE OF POST-EFFECTIVE AMENDMENT RE- 
GARDING PROPOSED INCREASE IN. AUTHORIZED 
BANK BORROWINGS, AND OF PROPOSED AMEND- 
MENTS TO AND ASSIGNMENT OF VARIOUS 
AGREEMENTS RELATING TO CONSTRUCTION PRO- 
GRAM 


NOTICE IS HEREBY GIVEN that Middle South Utilities, 
Inc. (“MSU”), a registered holding company, its 
wholly-owned subsidiary, Middle South Energy, Inc.. 
(“MSE”) which has been organized to construct and 
own electric generating facilities for the MSU system, 
and MSU's above-named principal operating subsid- 
iaries have filed with this Commission a post-effective 
amendment to the application-declaration in this 
proceeding pursuant to Sections 6(a), 7 and 12 of the 
Public Utility Holding Company Act of 1935 (“‘Act’’) re- 
garding the following proposed iiansactions. All 
interested persons are referred to the amended 
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application-declaration for a complete statement of the 
proposed transactions. 


By order in this proceeding dated June 4, 1974 (HCAR 
No. 18437), MSE, among other things, was authorized, 
pursuant to a Bank Loan Agreement with Manufac- 
turers Hanover Trust Company, as agent (‘Agent’), 
and a group of banks (‘Banks’), to issue and sell 
through December 31, 1979, up to $308,500,000 of 
notes maturing December 31, 1982. MSE has used the 
borrowings under the loan agreement to finance 
construction of the Grand Gulf Nuclear Electric Station 
Project (‘‘Grand Gulf Project’’). 


By further orders in this proceeding dated December 10, 
1975 (HCAR No. 19295) and August 4, 1976 (HCAR No. 
19639), MSE was authorized (a) to enter into an amend- 
ment to the Bank Loan Agreement to add certain 
additional banks to the banks which are parties to such 
agreement and (b) to increase the amount to be 
borrowed thereunder to $465,000,000. All Banks which 
are presently parties to the Bank Loan Agreement, as 
amended, are hereafter collectively referred to as the 
““*A' Banks.” In accordance with the Commission’s 
orders, MSE had borrowed, as of March 11, 1977, 
$348,500,000 from the ‘’A’”’ Banks. 


To enable MSE to continue construction of the Grand 
Gulf Project and for the other designated purposes, 
MSE now intends to amend the terms of the Bank Loan 
Agreement and proposes to issue and sell its notes 
thereunder. The Bank Loan Agreement will be amended 
to add certain banks (’’‘B’ Banks”) to the banks which 
are presently parties to such agreement and to modify 
the commitments of certain of the ‘A’ Banks 
thereunder. The names of the “’B’’ Banks and their 
commitments and the names of the “A” Banks 
increasing their commitments and their increased 
commitments will be supplied by further amendment to 
this file. The aggregate commitment under the Bank 
Loan Agreement, as it is to be amended, will be 
increased from $465,000,000 to $565,000,000. 


Under the present Bank Loan Agreement, the 
commitment of the Banks to make loans thereunder 
ceases on December 31, 1979. MSE anticipates that it 
will not be able to utilize all of the available borrowing 
capacity under the Bank Loan Agreement by December 
31, 1979. Accordingly, MSE proposes to amend the 
Bank Loan Agreement to extend the date through 
which the Banks are committed to make loans from 
December 31, 1979, to December 31, 1982. The period 
during which the commitment fee payable by MSE to 
the Banks on the unused portion of the commitments, 
which presently extends only through December 31, 
1979, will be extended through December 31, ‘982. 


In its order of June 4, 1974, the Commission also 
authorized a number of agreements relating to the 
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financing, construction and operation of the Grand Gulf 
Project, including a Capital Funds Agreement between 
MSE and MSU, dated June 21, 1974, which, among 
other things, obligates MSE to complete construction 
on the Grand Gulf Project in consideration for which 
MSU has agreed to supply MSE with such amounts of 
capital as will permit MSE to maintain a capitalization of 
at least 35% common stock equity, and with other 
funds, as specified; and an Availability Agreement 
between MSE and the MSU _ system _ operating 
companies under which MSE has agreed to make 
available to such operating companies all power gener- 
ated by the Grand Gulf Project units, and the operating 
companies have agreed to pay certain specified charges 

for such power together with other expenses incurred by 
MSE. The terms and conditions of the Capital Funds and 
Availability Agreements are more fully described in the 
Commission's order of June 4, 1974, and reference is 
made thereto. 


MSE has pending before the Commission, in another 
proceeding (File No. 70-5890), a proposal to issue and 
sell, in a negotiated offering, up to $400,000,000 of its 
intermediate term mortgage bonds to a group of 
financial institutions (see HCAR No. 19686, September 
17, 1976, and HCAR No. 19807, December 15, 1976). 
As security for MSE’s obligations on the mortgage 
bonds, the prospective bond purchasers have re- 
quested, among other things, that MSE pledge its rights 
under the Capital Funds and Availability Agreements 
and to supplement those agreements to clarify its 
obligations thereunder. Under the Bank Loan Agree- 
ment with the Banks, any assignment of or amendment 
to these agreements requires the prior consent of the 
Banks. It is stated that the Banks are willing to consent 
to the proposal to pledge and supplement the 
agreements if they are similarly secured with the pro- 
spective bond purchasers as to the benefits arising 
therefrom. 


Accordingly, it is proposed that MSE, MSU and Manu- 
facturers Hanover Trust Company, as Agent for the 
Banks, enter into a First Supplementary Capital Funds 
Agreement and Assignment wherein the duties and 
obligations of the parties to the Capital Funds Agree- 
ment will be supplemented as follows: MSE will agree 
to construct the Grand Gulf Project and, in considera- 
tion thereof, MSU will agree to supply MSE with (i) 
such amounts of capital as may be required from time to 
time by MSE in order to maintain that portion of the 
capitalization of MSE as shall be represented by the 
aggregate of the par value of, or stated capital 
represented by, the outstanding shares of all classes of 
capital stock of MSE, and the surplus of MSE, paid in, 
earned and other, if any, at an amount equal to at least 
35% of the capitalization of MSE, or at such higher 
percentage as governmental regulatory authorities 
having jurisdiction in the premises may require; and (ii) 
such amounts of capital (in addition to (a) the capital 
heretofore made available to MSE by MSU in exchange 





for MSE’s shares of common stock, and (b) the capital 
made available to MSE at any time through incurrence 
by MSE of indebtedness for borrowed money) as shall 
be required for MSE to continue to own and to 
complete the Grand Gulf Project, to provide (without 
limitation) for pre-operating expenses and _ interest 
«charges of MSE, to permit the commercial operation of 
the two nuclear-fueled electric generating units of the 
Grand Gulf Project, to permit the continuation of such 
commercial operation after the commencement there- 
of, and to pay in full all payments of the principal of, and 
premium, if any, and interest on indebtedness for 
borrowed money (whether due at maturity, pursuant to 


mandatory or optional prepayment, by acceleration or 
otherwise). 


If at any time MSU and MSE shall fail to agree on the 
type, or terms, of any particular security to be issued by 
MSE and sold to MSU, or if the funds available to MSE 
from any other source are insufficient to pay any 
interest or principal on borrowings under the Bank Loan 
Agreement for any reason, then MSU is obligated to 
supply to MSE such capital as is necessary in the form 
of a cash capital contribution. 


The First Supplementary Capital Funds Agreement will 
further provide that, except for the obligation of MSU 
to make cash capital contributions to MSE, the 
performance of the obligations of MSE and MSU will be 
subject to the receipt and continued effectiveness of 
regulatory orders. MSU is unconditionally obligated to 
make the cash capital contributions to MSE whether or 
not MSU shall have received necessary authorizations 
to perform its other obligations, whether or not MSE 
shall have received necessary authorizations to perform 
its obligations, whether or not such authorizations 
continue in effect and regardless of any other 


circumstance, happening, condition or event whatso- 
ever. 


As security for payment to the Banks of interest on and 
principal of borrowings under the Bank Loan Agree- 
ment, MSE will assign to the Agent, and create a 
security interest in favor of the Agent in, all of MSE’s 
rights to receive cash capital contributions from MSU 
and claims related thereto. 


It is also proposed that MSE, the MSU _ system 
operating companies and the Agent enter into a First 
Assignment of Availability Agreement, Consent and 
Agreement (‘‘First Assignment’’) whereby, as security 
for payment to the Banks of interest on and principal of 
borrowings under the Bank Loan Agreement, MSE will 
assign to the Agent, and create a security interest in 
favor of the Agent in, all of MSE’s rights to receive 
moneys from the system operating companies under 
Section 4 of the Availability Agreement (but only in 
respect of Unit No. 1 and Unit No. 2 of the Grand Gulf 
Project). 


Under the First Assignment, the obligation of each sys- 
tem operating company to make the payments to MSE 
provided in Section 4 of the Availability Agreement is 
absolute and unconditional whether or not the system 
operating companies or MSE have received necessary 
authorizations or governmental authorities to perform 
any other obligation under the proposed First Assign- 
ment or certain other agreements, whether or not such 
authorizations remain in effect, whether or not the 
Grand Gulf Project is completed, remains in commercial 
operation or is abandoned and regardless of force 
majeure, the insolvency of MSE or any other circum- 
stance or happening whatsoever. 


Under the terms of the Supplementary Capital Funds 
Agreement and the First Assignment, MSE will be able 
to secure other indebtedness, including the 
$400,000,000 of intermediate term mortgage bonds it 
proposes to issue to the insurance companies, in the 
same manner by entering into additional supplementary 
capital funds agreements and agreements of assign- 
ment of the Availability Agreement, and that under any 
such additional agreements, the holders of such 
indebtedness will be secured comparably with the 
Banks in respect to the obligations of MSU and its 
system operating companies under those agreements. 


At present, the Bank Loan Agreement does not provide 
for the reborrowing of repaid loans. MSE intends to 
apply the proceeds from the sale of its intermediate 
term mortgage bonds to reduce borrowings under the 
Bank Loan Agreement, but may wish to reborrow 
repaid loans at a later date to continue construction on 
the Grand Gulf Project. Accordingly, it is proposed that 
the Bank Loan Agreement be amended so that it is a 
revolving loan agreement, and that MSE be able to 


borrow and reborrow thereunder following any repay- 
ments. 


It is stated that no State or Federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. A statement of the fees, com- 
missions and expenses incurred by the applicants-de- 
clarants will be supplied oy further amendment in this 
proceeding. 


NOTICE 1S FURTHER GIVEN that any interested person 
may, not later than May 5, 1977, request in writing that 
a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues 
of fact or law raised by said post-effective amendment 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secre- 
tary, Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be 
served personally or by mail upon the applicants-de- 
clarants at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
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certificate) should be filed with the request. At any time 
after said date, the post-effective amendment to the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT 
OF 1935 
Release No. 19979/ April 12, 1977 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
P.O. Box 61005 
New Orleans, Louisiana 70161 


MISSISSIPPI POWER & LIGHT COMPANY 
ARKANSAS POWER & LIGHT COMPANY 
ARKANSAS-MISSOURI POWER COMPANY 
LOUISIANA POWER & LIGHT COMPANY 
NEW ORLEANS PUBLIC SERVICE INC. 
MIDDLE SOUTH ENERGY, INC. 


(70-5890) 


NOTICE OF POST-EFFECTIVE AMENDMENT RE- 
GARDING ISSUANCE AND SALE OF INTERMEDIATE 
TERM MORTGAGE BONDS BY SUBSIDIARY GENER- 
ATION COMPANY 


NOTICE IS HEREBY GIVEN that Middle South Utilities, 
Inc. (“MSU”), a registered holding company, its 
wholly-owned subsidiary, Middie South Energy, Inc. 
(“MSE”) which has been organized to construct and 
own electric generation facilities for the MSU system, 
and MSU’s above named principal operating subsid- 
iaries have filed with this Commission a post-effective 
amendment to the application-declaration in this pro- 
ceeding pursuant to Sections 6(a), 7 and 12 of the 
Public Utility Holding Company Act of 1935 (‘“Act’’) and 
Rules 42 and 50 promulgated thereunder regarding the 
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following proposed transactions. All interested persons 
are referred to the amended application-declaration for 
a complete statement of the proposed transactions. 


By orders dated September 17, 1976 (HCAR No. 19686) 
and December 15, 1976 (HCAR No. 19807), the Com- 
mission authorized MSE to issue and sell up to $400 
million of intermediate term debt securities to a group of 
financial institutions in a negotiated private sale, and 
reserved jurisdiction with respect to the terms and con- 
ditions thereof. The proceeds from the sale of the secu- 
rities will be used to supply MSE with a portion of the 
capital funds needed to complete construction on the 
Grand Gulf Nuclear Electric Station Project (‘Grand 
Gulf Project’), a two unit nuclear project with a total 
capability of 2,500 MW which is being built by MSE to 
supply future generating capacity for the five MSU 
operating subsidiaries. 


MSE has completed negotiations with a group of finan- 
cial institutions and proposes to issue up to $400 million 
of intermediate term mortgage bonds (‘Bonds’) 
maturing 12 years from the date of issue and bearing 
interest at a rate of 9.25% per annum. The Bonds will 
be issued at 100% of their face amount in two closings: 
$300 million of the Bonds will be sold on or before June 
30, 1977, and the remaining $100 million not later than 
September 30, 1977. A per diem committment fee of % 
of 1% per annum will be payable commencing on June 
30, 1977, if a closing has not occurred. 


The financial institutions and their respective commit- 
ments to purchase the Bonds are as follows: 


Metropolitan Life Insurance Company $100,000,000 
Metropolitan Property and Liability Company 6,500,000 
Metropolitan Insurance and 
Annuity Company 
The Equitable Life Assurance Society 
of the United States 
John Hancock Mutual Life Insurance 
Company 
Aetna Life Insurance Company 
The Travelers Insurance Company 17,500,000 
The Travelers Indemnity Company 17,500,000 
Teachers Insurance and Annuity Association 
of America 25,000,000 
The Mutual Life Insurance Company 
of New York 
The Northwestern Mutual Life Insurance 
Company 
Bankers Life Company 
New England Mutual Life Insurance 
Company 
Massachusetts Mutual Life Insurance 
Company 10,000,000 
Connecticut Mutual Life Insurance Company 5,000,000 


Total $400,000,000 


3,500,000 
60,000,000 


50,000,000 
35,000,000 


20,000,000 


20,000,000 
15,000,000 


15,000,000 














On June 4, 1974 (HCAR No. 18437), the Commission 
authorized MSE to acquire the Grand Gulf Project from 
Mississippi Power & Light Company, an MSU system 
operating company, and to enter into various agree- 
ments which would enable it to complete construction 
on and operate the Grand Gulf Project, including a 
Capital Funds Agreement, a Bank Loan Agreement and 
an Availability Agreement. Under the Capital Funds 
Agreement between MSU and MSE, MSU was 
authorized to acquire the initial 40,000 shares of MSE’s 
common stock. MSU is required to maintain the equity 
portion of MSE’s total capitalization at not less than 
35% and to supply MSE with additional capital as may 
be needed. Under the Bank Loan Agreement between 
MSE and a group of banks, MSE was authorized to 
borrow the additional funds needed to finance 
construction on the Grand Gulf Project. The Availability 
Agreement between MSE and the MSU system 
operating companies requires MSE to supply available 
power to the operating companies and the operating 
companies to pay various expenses of MSE. 


MSE proposes to issue its Bonds under a Mortgage and 
Deed of Trust (““Mortgage’’) under which the Bond 
purchasers will be secured by a lien on substantially all 
of MSE’s property now owned or hereafter acquired 
(other than nuclear fuel). The Mortgage provides that 
the Bonds will be issuable in principal amount not to 
exceed 65% of the cost of fundable property additions 
and that the Bonds are noncallable for approximately 
five years after issuance and optionally redeemable in 
the sixth year at 107% of the principal amount and at a 
premium which declines on a straight line basis there- 
after to par in the year of maturity. The Bonds will be 
subject to redemption under a sinking fund which 
commences approximately five years from the date of 
issuance and annually thereafter on the anniversary of 
such date, as follows. 


1982 
1983 
1984 
1985 
1986 
1987 
1988 


$32,000,000 


As additional security for payment to the Bond 
purchasers of principal of, or premium, if any, or 
interest on the Bonds, MSE will assign and pledge to 
the trustees (‘Trustees’) under the Mortgage, and 
create a security interest in favor of the Trustee in, all of 
MSE’s rights to receive cash capital contributions from 
MSU and claims related thereto under the Capital Funds 
Agreement, and of its rights under the Availability 
Agreement to receive moneys from the MSU system 
operating companies. In a separate proceeding (File No. 
70-5399), MSU and its subsidiaries propose to 


supplement the Capital Funds Agreement and enlarge 
MSE’s rights under the Availability Agreement in order 
to enable MSE to assign and pledge its rights 
thereunder to secure the Banks under the Bank Loan 
Agreement. Reference is made to the post-effective 
amendment filed in that proceeding, and to HCAR No. 
19978, issued this date, for a summary of the proposed 
amendments. The Capital Funds Agreement and 
Availability Agreement will similarly be supplemented or 
amended so that MSE may assign or pledge its rights 
thereunder to the Bond purchasers and thereby secure 
the Bond purchasers equaily with the Banks. 


As supplemented, the Capital Funds Agreement will 
provide, among other things, that if at any time MSU 
and MSE shall fail to agree on the type, or terms, of any 
particular security to be issued by MSE and sold to 
MSU, or if the funds available to MSE from any other 
source are insufficient to pay any principal of, or 
premium, if any, or interest on the Bonds for any 
reason, then MSU is obligated to supply to MSE such 
capital as is necessary in the form of a cash capital 
contribution. Under the Availability Agreement, as 
supplemented, the obligations of the MSU system 
operating companies will be absolute and unconditional 
and not contingent upon MSE or the system operating 
companies receiving necessary regulatory authoriza- 
tions to perform any other obligations under the 
Availability Agreement, as supplemented, or under 
certain other agreements. 


A statement of fees, commissions and expenses 
incurred or to be incurred in connection with the pro- 
posed transactions will be supplied by amendment. It is 
stated that no State or Federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 5, 1977, request in writing that 
a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues 
of fact or law raised by said post-effective amendment 
to the application-declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or by 
mail upon the applicants-declarants at the above-stated 
address, and proof of service (by affidavit or, in case of 
an attorney at law, by certificate) should be filed with 
the request. At any time after said date, the application- 
declaration, as now amended or as it may be further 
amended, may be granted and permitted to become ef- 
fective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
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other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 19980/April 12, 1977 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 


Roanoke, Virginia 24009 
(70-6001) 


NOTICE OF PROPOSED CHARTER AMENDMENTS 
TO CONVERT AUTHORIZED $100 PAR PREFERRED 
SHARES INTO SHARES WITH NO PAR VALUE AND 
TO INCREASE THE AUTHORIZED PREFERRED 
STOCK FROM 3,000,000 TO 8,000,000 SHARES; 
ORDER AUTHORIZING SOLICITATION OF PROXIES 
IN CONNECTION THEREWITH 


NOTICE IS HEREBY GIVEN that Appalachian Power 
Company (‘‘Appalachian’’), an electric utility subsidiary 
company of American Electric Power Company, Inc. 
(“AEP”), a registered holding company, has filed a 
declaration with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (‘Act’’), 
designating Sections 6(a), 7 and 12(e) of the Act and 
Rules 62 and 65 promulgated thereunder as applicable 
to the proposed transaction. All interested persons are 
referred to the declaration, which is summarized below, 
for a complete statement of the proposed transaction. 


Appalachian proposes to amend its Articles of Incor- 
poration (‘‘Charter’’) to convert the presently authorized 
cumulative preferred stock from shares of $100 par 
value to shares without par value, to increase the 
authorized number of shares of cumulative preferred 
stock from 3,000,000 to 8,000,000, and to alter the 
voting rights of holders of any new series of cumulative 
preferred stock. Appalachian’s Charter presently au- 
thorizes it to issue 3,000,000 shares of cumulative pre- 
ferred stock with $100 par value, of which 1,922,093 
remain unissued to date. Appalachian states that in 
recent years a substantial market for preferred stock in 
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the $25 per share price range has developed, particularly 
among individual investors. Appalachian further states 
that it is unable to take advantage of this market 
because its Charter now authorizes only $100 par value 
cumulative preferred stock. Appalachian believes that 
its ability to sell preferred stock on favorable terms will 
be strengthened by changing the cumulative preferred 
stock from shares having a par value of $100 to shares 
without par value, so that new shares of cumulative 
preferred stock could be issued at prices below or above 
$100 per share to take advantage of favorable prevailing 
and future market conditions. 


Appalachian proposes to increase the number of 
authorized shares of cumulative preferred stock from 
3,000,000 to 8,000,000 shares because, if, for exampie, 
Appalachian issued a series of shares with a price of $25 
per share, as it would require four times the number of 
shares sold for $25 per share, as it would if such shares 
were sold for $100 per share, to raise a given amount of 
capital. It is stated that Appalachian’s authority to issue 
additional shares would be subject to the limitation that 
no shares of cumulative preferred stock could be issued 
if, after giving effect to the issuance of such shares, the 
aggregate price which all outstanding shares of cumula- 
tive preferred stock are entitled to be paid upon involun- 
tary liquidation would exceed $300,000,000. Since such 
amount is equal to the aggregate par value of the 
3,000,000 shares of cumulative preferred stock now 
authorized, the proposed increase in the number of 
authorized shares would not represent any increase in 
the total authorized amount of Appalachian’s preferred 
share capital. 


The Charter presently provides that holders of the 
outstanding shares of cumulative preferred stock have 
the right to one vote for each share held for the election 
of directors and upon all other matters. Appalachian 
proposes to change this provision to provide that the 
holders of cumulative preferred stock, when entitled to 
vote, would have one vote for every $100 of fixed in- 
voluntary liquidation price. Thus holders of cumulative 
preferred stock now outstanding (all of which have a 
fixed involuntary liquidation price of $100 per share) 
would continue to have one vote per share, and the 
holders of any new cumulative preferred stock with a 
$25 fixed liquidation price would be entitled to 
one-quarter of one vote per share. In addition, shares of 
cumulative preferred stock issued after May 30, 1977 
generally would not have the right to vote, except in the 
case of certain events specified in the Charter or as 
otherwise required by law. 


Appalachian proposes to solicit proxies from 
common stockholder and the holders of its outstanding 
cumulative preferred stock to be used at the annual 
meeting of stockholders to be held on June 1, 1977. 
Holders of Appalachian preferred stock will be asked to 


its 


approve the Charter amendments. Such approval 





requires the affirmative vote of more than two-thirds of 
the outstanding shares of common stock and the 
affirmative vote of more than two-thirds of the 
outstanding shares of $100 par value cumulative 
preferred stock, each class voting separately. AEP, 
owner of all of Appalachian’s common stock, has 
indicated that it intends to vote all of such shares in 
favor of the Charter amendments. Appalachian also 
proposes to solicit proxies for the election of directors. 


It is stated that no state commission and no federal 
commission, other than this Commission, has jurisdic- 
tion over the proposed transaction. Fees and expenses 
to be incurred in connection with the proposed 
transaction are estimated at $45,000, including legal 
fees of $4,000. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 9, 1977, request in writing that 
a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues 
of fact or law raised by said declaration which he desires 
to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Secu- 
rities and Exchange Commission, Washington, D.C. 
20549. A copy of such request should be served per- 
sonally or by mail upon the declarant at the above- 
stated address, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


It appearing that the declaration insofar as it proposes 
the solicitation of proxies from Appalachian’s preferred 
stockholders, should be permitted to become effective 
forthwith pursuant to Rule 62: 


IT IS ORDERED, that the declaration regarding the 
proposed solicitation of proxies from Appalachian’s 
preferred stockholders, be, and it hereby is, permitted 
to become effective forthwith pursuant to Rule 62 and 
subject to the terms and conditions prescribed in Rule 
24 under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT 
OF 1935 
Release No. 19981/April 12, 1977 


In the Matter of 

AMERICAN ELECTRIC POWER SERVICE 
CORPORATION 

New York, N.Y. 10004 


APPALACHIAN POWER COMPANY 
Roanoke, Va. 24009 


CARDINAL OPERATING COMPANY 
Brilliant, Ohio 43913 


CEDAR COAL COMPANY 
Charleston, W.Va. 24301 


CENTRAL APPALACHIAN COAL COMPANY 
Charleston, W.Va. 24301 


CENTRAL COAL COMPANY 
New Haven, W.Va. 25265 


CENTRAL OHIO COAL COMPANY 
Canton, Ohio 44702 


CENTRAL OPERATING COMPANY 
New Haven, W.Va. 25265 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Ft. Wayne, Ind. 46801 


INDIANA & MICHIGAN POWER COMPANY 
Bridgman, Mich. 49106 


KANAWHA VALLEY POWER COMPANY 
Charleston, W.Va. 25327 


KENTUCKY POWER COMPANY 
Ashland, Ky. 41101 


KINGSPORT POWER COMPANY 
Roanoke, Va. 24009 


MICHIGAN POWER COMPANY 
Three Rivers, Mich. 49093 


OHIO ELECTRIC COMPANY 
Canton, Ohio 44702 


OHIO POWER COMPANY 
Canton, Ohio 44702 


SOUTHERN APPALACHIAN COAL COMPANY 
Charleston, W.Va. 25327 
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SOUTHERN OHIO COAL COMPANY 
Moundsville, W.Va. 25041 


WHEELING ELECTRIC COMPANY 
Wheeling, W.Va. 26003 


WINDSOR POWER HOUSE COAL COMPANY 
Canton, Ohio 44702 


(70-5939) 


ORDER AUTHORIZING EXEMPTION UNDER RULE 
48(b) FOR LOANS MADE TO EMPLOYEES FOR 
MOVING EXPENSES RELATED TO TRANSFERS 
WITHIN A HOLDING COMPANY SYSTEM 


The above-named subsidiary companies of American 
Electric Power Company, Inc., a registered holding 
company, or subsidiaries of subsidiaries thereof, (col- 
lectively referred to as the ‘AEP System”’), have filed an 
application, and an amendment thereto, with this 
Commission pursuant to Section 9 of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) and Rule 48(b) 
promulgated thereunder, regarding the following 
proposed transaction. 


The AEP System has adopted a Moving Policy 
(“Policy”) in making home purchase loans to em- 
ployees transferred to new geographical locations 
within the AEP System. The Policy permits companies 
within the System to make loans to employees who 
must make down payments on their new residences 
before they have been able to complete the sales of 
their former residences and obtain the proceeds 
therefrom. The loans are without interest, in an amount 
not exceeding the difference between the fair market 
value of the employee’s former residence (95% of the 
average of the appraised value as determined by at least 
two qualified independent real estate appraisers) and 
the unpaid balance of any mortgage thereon, and for a 
period of 90 days or until such residence is sold, 
whichever is shorter. It is stated that under unusual 
circumstances the loan period may be extended beyond 
90 days for one or more 30 day periods. If the loan is not 
repaid on or prior to the end of the 90 day period and 
any extensions, interest is charged from the date of 
making the loan at a rate of 6% per annum. If an 
applicant declines to extend a loan at the end of 90 
days, the employee may request that his home be 
purchased by an affiliate of applicants and the loan 
repaid from the proceeds. The home is purchased by 
either Franklin Real Estate Company or its subsidiary, 
Indiana Franklin Realty, Inc., depending upon the 
location of the home, for a price equal to its fair market 
value as described above. 


The acquiring company immediately places the home 
for sale in the open market. If the home is resold with 90 
days of acquisition and the net proceeds exceed the 
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price paid to the employee, such excess is paid to the 
employee. All loans made to employees must be 
approved by the Executive Vice President of the 
applicant, if the transfer is made intra-company, or by 
the Executive Vice President of both affected com- 
panies if the transfer is between companies. 


Rule 48(b), as amended effective June 1, 1976, requires 
Commission approval for any loan to an employee in 
excess of $10,000, even pursuant to the Policy, unless a 
first mortgage is obtained to secure the loan. Applicants 
state that this condition cannot be met in the majority of 
cases since an employee's residence will usually be 
subject to a first mortgage when it becomes necessary 
to sell it and any new residence will generally be subject 
to a first mortgage in favor of the principal lender. It is 
also stated that pursuant to the Policy applicants made 
21 loans in excess of $10,000 between June 1, 1976, 
and February 18, 1977, ranging in amounts between 
$11,000 and $43,000, of which some 14 loans were still 
unpaid on February 18, 1977. It is further stated, 
concerning purchases and re-sales of employees’ 
homes, that in 1976 the real estate affiliates of 
applicants bought 2 houses, sold 8 houses (and 1 
additional house in 1977), and had on hand as of March 
7, 1977 1 house that had been purchased in 1975. 


Applicants request that they be exempted from the 
$10,000 limitation imposed by Rule 48(b)(1) with respect 
to unsecured loans made to employees pursuant to the 
Policy. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $2,500. 
No state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19942), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT 
OF 1935 
Release No. 19982/April 13, 1977 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
SYSTEM FUELS, INC. 

LOUISIANA POWER & LIGHT COMPANY 
NEW ORLEANS PUBLIC SERVICE INC. 
New Orleans, Louisiana 


MISSISSIPP! POWER & LIGHT COMPANY 
Jackson, Mississippi 


(70-5415) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE 
AND SALE OF NOTES BY FUEL-SUPPLY SUBSIDI- 
ARY TO A BANK 


System Fuels, Inc. (‘“SFI’’), a jointly-owned, nonutility, 
fuel-supply subsidiary company of Arkansas Power & 
Light Company, Louisiana Power & Light Company, 
Mississippi Power & Light Company, and New Orleans 
Public Service Inc. (collectively referred to as ‘‘Operat- 
ing Companies’), each an electric utility subsidiary 
company of Middle South Utilities, Inc., a registered 
holding company, and the above-named companies 
have filed with this Commission a_post-effective 
amendment to the application-declaration in this 
proceeding pursuant to Sections 6(a) and 7 of the Pub- 
lic Utility Holding Company Act of 1935 (‘Act’’) 
regarding the following proposed transactions. 


By supplemental orders in this proceeding dated April 
15, 1974, and April 13, 1976 (HCAR Nos. 18378 and 
19484), the Commission authorized SFI to issue and sell 
bank notes up to an aggregate amount of $40,000,000 
outstanding at any one time pursuant to a loan agree- 
ment dated as of April 17, 1974, among SFI, the 
Operating Companies, and First National City Bank 
(Citibank as of March 1, 1976). The loan agreement 
terminates on April 17, 1977. 


SFI now intends to extend the term of the loan 
agreement for one year through April 17, 1978, and 
proposes to issue and sell its notes to Citibank in accor- 
dance therewith up to an aggregate of $40,000,000 out- 
standing at any one time. All of the other terms and 
conditions of the loan agreement are to remain 
unchanged. The notes will bear interest at a rate per 
annum equal to one hundred fifteen percent (115%) of 
the base rate charged by Citibank on 90-day loans to 
responsible and substantial commercial borrowers. 
Compensating balances are not required. SFI will use 


the proceeds of the notes for the financing of a portion 
of its fuel-oil inventory and for other expenditures in 
connection with its fuel-supply program for the Middle 
South Utilities system. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transactions. It is requested that authorization be 
granted to file certificates pursuant to Rule 24 on a 
quarterly basis. 


Due notice of the filing of said post-effective amend- 
ment to the application-declaration has been given in 
the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 19943), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application-declaration, as amended by said 
post-effective amendment, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended by said post-effective amend- 
ment, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the 
Act, except that the time for filing the certification 
thereunder is extended so as to allow filing on a 
quarterly basis. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 

Release No. 19983/April 13, 1977 

In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 15907 


(70-5987) 


ORDER AUTHORIZING ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS 
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Pennsylvania Electric Company (’’Penelec’’), an electric 
utility subsidiary company of General Public Utilities 
Corporation (‘“GPU”’), a registered holding company, 
has filed an application with this Commission pursuant 
to Section 6(b) of the Public Utility Holding Company 
Act of 1935 (‘‘Act’’), regarding the following proposed 
transaction. 


Penelec requests that for the period commencing on the 
date of any order granting this application, and ending 
December 31, 1977, it be permitted from time to time to 
issue or renew notes, of a maturity of nine months or 
less, evidencing short-term bank borrowings provided 
that the aggregate principal amount of such notes to be 
outstanding at anyone time shall not exceed the lesser 
of (A) $92,000,000, or (B) 10% of the sum of (i) the 
principal amount of Penelec’s outstanding first mort- 
gage bonds and debentures, (ii) the par values of 
Peneiec’s outstanding preferred and common stock, 
and (iii) the capital surplus of Penelec. Said aggregate 
principal amount shall be reduced by (1) the net 
proceeds (which are estimated at $20,000,000) received 
by Penelec during 1977 from the transfer of ownership 
interests in certain nuclear generating stations as 
described in the separate application docketed in File 
No. 70-5951, and (2) capital contributions received by 
Penelec during 1977 from GPU (which are estimated at 
$40,000,000). If such transfer and capital contributions 
are consumated, Penelec expects taht such short-term 
bank borrowings would not exceed approximately 
$41,000,000. 


The new notes will bear interest at a rate not exceeding 
‘the prime rate, which may be the floating rate of the 
lending bank for commercial borrowing at the date of 
issue of such note, will mature not more than nine 
months from the date of issue, will be prepayable at any 
time without premium and will not be issued as part of a 
public offering. Although no commitments or agree- 
ments for the proposed borrowings have been made, 
Penelec anticipates that, to the extent of its cash needs, 
borrowings will be effected from time to time for among 
51 designated commercial banks. 


It is stated that the banks generally require comper- 
sating balances ranging from a minimum of 10% of the 
line of credit to a maximum of 10% of the line plus 10% 
of the loan outstanding. Assuming a 6%% prime rate 
and a 20% compensating balance, the effective interest 
rate to be paid by Penelec would be 7.81%. 


Penelec proposes to use the proceeds of the short-term 
loans to provide funds for its short-term working capital 
requirements, including repayment of other short-term 
borrowings, and to provide a temporary source of funds 
for construction expenditures. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $9,500, 
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including legal fees of $7,000. No state commission and 
no federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19934), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application be granted: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act, and rules thereunder, that said application 
be, and it hereby is, granted, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the 
Act, except that certificates thereunder shall be filed 
quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19984/April 14, 1977 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY 
2 Broadway 
New York, New York 10004 


(70-6000) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
COMMON STOCK BY HOLDING COMPANY PUR- 
SUANT TO AN UNDERWRITTEN RIGHTS OFFERING 


NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc. (““AEP’’), a registered holding 
company, has filed a declaration with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (‘‘Act’’) designating Sections 6, 7, and 12(c) 
thereof and Rules 42 arid 50 promulgated thereunder as 
applicabie to the proposed transaction. All interested 
persons are referred to the declaration, summarized 
below, for a complete statement of the proposed 
transaction. 





AEP proposes to offer up to 9,000,000 authorized but 
unissued shares of its common stock (‘additional 
common stock’’) for subscription by the holders of its 
outstanding shares of common stock on the basis of 
one share of additional common stock for each eleven 
shares of common stock held on the record date. The 
record date will be June 1, 1977, or such later date es 
AEP’s registration statement under the Securities Act of 
1933 may become effective. The subscription price, to 
be determined by AEP’s Board of Directors, or by a 
committee of the Board duly authorized by the Board, 
at the end of the day preceeding the record date, will be 
not more than the closing price of AEP common stock 
on the New York Stock Exchange on the day prior to 
the record date and not jess than 90% thereof. The 
subscription offer will expire June 24, 1977, unless the 
record date should be later than June 1, 1977, in which 
event the expiration date will be redetermined and 
specified by amendment. 


Each record holder of AEP common stock will receive, 
as soon after the record date as is practicable, a 
transferable subscription warrant representing the 
number of subscription rights to which the stockholder 
is entitled. It is proposed that no holder of a warrant will 
be permitted to subscribe for a fraction of a share of the 
additional common stock; however, any holder of less 
than eleven shares of common stock on the record date 
will be entitled to purchase, at the subscription price, 
one full share of additional common stock. 


Any holder of more than eleven shares, but not an exact 
multiple thereof, will be able to purchase, at the 
subscription price, one share of additional common 
stock for each multiple of eleven shares plus one share 
of additional common stock for the excess shares. In 
addition, each holder of a warrant (or warrants) who 
exercises the subscription rights in full will be given the 
privilege of purchasing, subject to allotment if 
necessary, at the same subscription price, the 
unsubscribed shares of the additional common stock. 


AEP expects that the subscription rights will be traded 
on the New York Stock Exchange and that rights may 
also be bought and sold through banks or brokers. AEP 


also intends to afford holders of warrants the 
opportunity to trade rights through AEP’s subscription 
agent, such agent to charge 2 cents per right for its 
services. 


AEP does not intend to mail warrants to stockholders 
entitled to receive such warrants but whose registered 
addresses are outside the United States, Canada and 
Mexico. To the extent that AEP does not receive 
instructions from such stockholders to either exercise or 
otherwise dispose of their warrants, AEP may sell the 
rights evidenced by such warrants and the rights 
evidenced by warrants which are returned to the 
subscription agent after the initial mailing as nondeliver- 


able for any reason. AEP will, if such rights are sold, 
within 30 days following the fifth anniversary of such 
sale, pay any of the net proceeds then remaining 
unclaimed (as the same may have been reduced by the 
deduction of fees for the administration of such funds) 
pursuant to any applicable provisions of the Abandoned 
Property Law of New York. 


In connection with the subscription rights offering, AEP 
anticipates that it may effect stabilizing transactions in 
order to maintain the market price of its common stock 
and/or the rights at levels above those which might 
otherwise prevail in an open market. AEP states that it 
will acquire no more than 900,000 shares of its common 
stock pursuant to these stabilizing activities. 


AEP further proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, such of the shares of the additional common stock 
as are not purchased pursuant to the subscription offer 
and any shares of common stock acquired by AEP as a 
result of stabilizing activities. The subscription price, 
which will also be the price to be paid by the successful 
bidder or bidders, will be set by AEP shortly before the 
time written proposals are to be submitted. The aggre- 
gate amount to be paid by AEP to the successful bidder 
or bidders for their commitments and obligations under 
the purchase contract will be determined by competitive 
bidding. The purchase contract will obligate the 
purchasers to make a public offering of the shares 
promptly after the subscription expiration date. 


It is stated that the proceeds of the sale of the shares of 
additional common stock and any unsubscribed shares 
are to be used to repay short-term indebtedness and to 
make additional investments in AEP’s operating 
subsidiaries. At March 31, 1977, AEP had outstanding 
an aggregate amount of $95,494,000 of short-term 
debt. 


Estimates of the fees and expenses to be incurred by 
AEP in connection with the proposed transaction are to 
be filed by amendment. It is stated that no state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 10, 1977, request in writing that 
a hearing be held on such matter stating the nature of 
his interest, the reasons for such request, and the issues 
of fact or law raised by said declaration which he desires 
to controvert; or he may request that he be notified if 
the Commissic should order a hearing thereon. Any 
such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 
20549. A copy of such request should be served 
personally or by mail upon the declarant at the above 
stated address, and proof of service (by affidavit or, in 
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case of an attorney-at-law, by certificate) should be 
filed with the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 19985/ April 14, 1977 
In the Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


(70-5634) 


SUPPLEMENTAL ORDER AUTHORIZING TRANS- 
ACTIONS RELATED TO FINANCING OF POLLUTION 


CONTROL FACILITIES AND RESERVING JURISDIC- 
TION 


Alabama Power Company (‘Alabama’), an electric 
utility subsidiary company of The Southern Company, a 
registered holding company, has filed with this 
Commission a post-effective amendment to the applica- 
tion in this proceeding pursuant to Sections 9(a) and 10 
of the Public Utility Holding Company Act of 1935 
(‘‘Act’’) regarding the following proposed transactions. 


Pursuant to prior authorization in this proceeding 
(HCAR No. 18908 (April 3, 1975) and HCAR No. 18918 
(April 7, 1975)), Alabama entered into an Installment 
Sale Agreement dated as of April 1, 1975 (‘’Agree- 
ment’’) with the Industrial Development Board of the 
Town of Parrish (‘‘Board’’) to finance certain pollution 
control facilities at Alabama’s Gorgas Steam Plant 
(such facilities at such plant referred to hereafter as the 
“Project’’). The pollution control facilities are necessary 
to comply with prescribed environmental standards of 
the State of Alabama. The post-effective amendment 
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relates to certain transactions of Alabama related to 
additional financing of such facilities. 


In accordance with the Agreement, the Board 
purchased from Alabama the then existing portions of 
the Project and undertook to complete its construction 
and to sell the completed Project to Alabama for a 
purchase price payable in semi-annual installments over 
a term of years. To secure its obligations under the 
Agreement, Alabama granted to the Board a security 
interest in the Project suberdinate to the lien of the 
Indenture dated as of January 1, 1942, between 
Alabama and Chemical Bank, as Trustee, as supple- 
mented and amended. The Board issued its pollution 
control revenue bonds (‘Original Bonds’’) pursuant to a 
Trust Indenture dated as of April 1, 1975 (‘‘Indenture’’) 
in the aggregate principal amount of $28,850,000. The 
Board assigned all its right, title, and interest in the 
Agreement, including such subordinate security in- 
terest, to the Revenue Bond Trustee as security for the 
pollution control revenue bonds, including the Original 
Bonds, to be issued under the Indenture. The proceeds 
of the sale of the Original Bonds were deposited by the 
Board with the trustee under the Indenture (“Revenue 
Bond Trustee’). Such proceeds have been applied to 
payment of the Cost of Construction (as defined in the 
Agreement) of the Project. 


The total Cost of Construction of the Project will exceed 
the proceeds of the Original Bonds. Consequently, 
Alabama proposes to request that the Board issue up to 
$14,400,000 in additional revenue bonds (‘‘Additional 
Bonds’). Upon issuance of the Additional Bonds, 
Alabama’s obligation under the Agreement to make 
semi-annual purchase price payments will, as provided 
in the Agreement, be increased to require additional 
payments sufficient (together with other moneys held 
by the Revenue Bond Trustee under the Indenture for 
that purpose) to pay the principal of and interest on the 
Additional Bonds as they become due and payable. The 
Board and the Revenue Bond Trustee will enter into a 
supplement (““Supplement’’) to the Indenture providing 
for the Additional Bonds. The Supplement will provide 
for redemption provisions for the Additional Bonds 
comparable to those provided for the Original Bonds. 
As in the Original Bonds, it is intended that the 
Additional Bonds will mature not more than 30 years 
from the first day of the month in which they are 
initially issued and will be entitled to the benefit of serial 
maturities and/or a mandatory redemption sinking fund 
calculated to retire not less than 25% of the aggregate 
principal amount of the Additional Bonds prior to 
maturity. Alabama and the Board will execute and 
deliver to the Revenue Bond Trustee, as required by the 
Indenture, a supplement to the Agreement providing for 
the payment of all expenses and costs incurred or to be 


incurred by virtue of the issuance of the Addtional 
Bonds. 





It is contemplated that arrangements will be made by 
the Board with one or more investment bankers 
providing for the placement or underwriting of the 
Additional Bonds. Alabama will not be party to such 
arrangements. In accordance with the laws of the State 
of Alabama, the interest rate to be borne by the 
Additional Bonds will be fixed by the Board. A request 
for a ruling that interest on the Additional Bonds 
presently is exempt from Federal income taxation has 
been filed with the Internal Revenue Service. Alabama 
has been advised that the annual interest rates on 
obligations, the interest on which is tax exempt, 
historically have been and can be expected at the time 
of issue of the Additional Bonds to be 142% to 2%% 
lower than the rates of obligations of like tenor and 
comparable quality, interest on which is fully subject to 
Federal income taxation. 


The fees and expenses to be paid or incurred, directly or 
indirectly, in connnection with the transactions propos- 
ed in the post-effective amendment (as distinguished 
from and excluding fees and expenses incurred or to be 
incurred in connection with the sale of the Additional 
Bonds by the Board payable out of the proceeds of such 
sale and in connection with the determination of the tax 
exempt status of the Additional Bonds) are to be filed 
by post-effective amendment. The incurring of the obli- 
gations under the Agreement by Alabama has been 
authorized by the Alabama Public Service Commission. 
No other State commission and no Federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said post-effective 
amendment to the application has been given in the 
manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19917), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of tlie Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as now amended, be granted: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, as 
now amended, be, and it hereby is, granted, effective 
forthwith, subject to the terms and _ conditions 
prescribed in Rule 24 promulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to (1) the increased 
semi-annual installment payment obligation to be 
undertaken by Alabama pursuant to the Agreement 
with the Board insofar as said matter is affected by the 
effective interest rate or rates of the Additional Bonds to 
be sold by the Board in connection with the transac- 
tions proposed in this proceeding and (2) the fees and 


expenses incurred and to be incurred in connection with 
this proceeding. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 19986/April 14, 1977 
In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 46801 


(70-5965) 


ORDER AUTHORIZING PROPOSED ASSIGNMENT 
OF PURCHASE RIGHTS TO AND BAREBOAT 
CHARTER OF COAL BARGES AND TOWBOATS 


Indiana & Michigan Electric Company (“I&ME’’), an 
electric utility subsidiary company of American Electric 
Power Company, Inc. (“AEP’’), a registered holding 
company, has filed an application-declaration and 
amendments thereto, including a letter amendment 
dated April 4, and filed April 6, 1977, and an amend- 
ment filed as of the date of this order, with this 
Commission pursuant to applicable provisions of the 
Public Utility Holding Company Act of 1935 (“Act’’) 
regarding the following proposed transactions. 


I&ME states that American Electric Power Service 
Corporation (‘AEP Service’’), a service company sub- 
sidiary of AEP, entered into the following agreements: 
(1) agreement dated July 15, 1974 with Dravo Corpora- 
tion (“‘Dravo’’) for the construction of ten towboats and 
120 1500-ton capacity coal barges (“jumbo barges’’) 
(collectively, ‘‘Dravo vessels’’); (2) agreement dated 
October 7, 1975 with St. Louis Ship, Division of Pott 
Industries, Inc. (St. Louis Ship’’) for the construction 
of 6 towboats (St. Louis Ship vessels’); and (3) 
agreement dated December 6, 1974 with American 
Bridge Division, United States Steel Corporation 
(“American Bridge’) for the construction of 120 jumbo 
barges. In addition, |&ME entered into an agreement 
dated March 12, 1975, since assigned to its affiliate, 
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Ohio Power Company, with Hillman Barge and 
Construction Company (‘‘Hillman’’) for the construction 
of 20 900-ton capacity coal barges (‘standard barges’’) 
(‘Hillman vessels’’). A total of 6 Dravo towboats, 2 St. 
Louis Ship towboats, 120 Dravo jumbo barges, 20 
American Bridge jumbo barges and the 20 Hillman 
standard barges were delivered pursuant to such 
agreements in 1976 and have subsequently been 
chartered by I&ME’s affiliate Ohio Power Company 
pursuant to the authorization of this Commission in File 
No. 70-5873, (HCAR No. 19623, July 22, 1976). The 
cost of such vessels was then stated to be $51,000,000. 
The transaction now proposed relates to the remaining 
8 towboats and 100 jumbo barges which are to be 
delivered pursuant to the Dravo, St. Louis Ship and 
American Bridge agreements (collectively, ‘‘the Con- 
struction Contracts’’) during 1977. The total delivered 
cost of such vessels will be approximately $42,000,000, 
including delivery expenses, construction interest and 
other capitalizable costs. 


It is proposed that, under a Participation Agreement, 
I&ME, as designee of AEP Service, will assign to United 
States Trust Company, trustee-shipowner (‘’Ship- 


owner’’), for the benefit of Twin Trading Corporation, a 
wholly-owned New York subsidiary of The Pittston 
Company, as beneficial owner, Construction Contracts 
for the Dravo, St. Louis Ship and American Bridge 


vessels to be delivered in 1977. The purchase price to be 
paid 1&ME for the Construction Contracts will equal the 
cost of such vessels, approximately $42,000,000. Any 
proceeds realized from the assignment to the Ship- 
owner of the Construction Contracts for the vessels 
which are the subject of this filing will be applied as 
reimbursement for progress payments made and other 
expenses incurred in connection with such Construc- 
tion Contracts. Pursuant to the Participation Agree- 
ment, Twin Trading Corporation will furnish the 
Shipowner with funds toward the purchase by the 
Shipowner of the vessels in an amount not less than 
20% nor more than 28.5% of the total cost of the 
vessels, including all overhead and indirect costs. The 
balance of the purchase price will be obtained by the 
Shipowner by a borrowing through the issuance by the 
Shipowner, pursuant to a public offering by it, of United 
States Government Guaranteed Ship Financing Bonds 
guaranteed pursuant to a United States Maritime 
Administration (““Marad’’) program for ship financing. 
Such bonds will take the form of a combination of 
Sinking Fund Notes, Sinking Fund Bonds and/or Serial 
Bonds (collectively, ‘“‘the bonds’’). 


Subject to the satisfaction of the terms and conditions 
of the Participation Agreement, the Shipowner and 
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1&ME will enter into a net Bareboat Charter with respect 
to the vessels. The Bareboat Charter will be for an 
interim period from delivery through January 14, 1978 
and for a base term of 20 years beginning January 15, 
1978, with rights to renew for four successive five year 
periods. An application has been made to Marad on 
behalf of the Shipowner for a guarantee of the bonds to 
be issued by the Shipowner. In connection therewith 
and as a prerequisite thereof, the Shipowner will exe- 
cute a Secretary's Note to Marad in the amount of the 
guarantee. The Secretary’s Note will become due and 
payable only in the event Marad has to make a payment 
pursuant to its guarantee. The Shipowner, as security 
for the guarantee, and as security for the payment of 
the principal of, and the interest due or to become due 
on, the Secretary’s Note in accordance with the terms 
thereof, will, on the first closing date (there will be 
separate closing dates for each group of vessels ready 
for delivery), enter into a Security Agreement with 
Marad pursuant to which the Shipowner will assign to 
Marad, among other things, all of its interest in the 
assigned Construction Contracts, insofar as they relate 
to the vessels to be delivered in 1977, and all other 
contracts which relate to the construction of such 
vessels, and all property, including the applicable 
vessels, in which it has or will have an interest relating 
to such vessels pursuant to the Construction Contracts. 


It is stated that as further security to Marad, the 
Security Agreement provides that the Shipowner will 
execute and deliver on the first closing date a First 
Preferred Fleet Mortgage created under and pursuant to 
the Ship Mortgage Act, 1920, as amended, to Marad 
covering the delivered vessels, and on each succeeding 
delivery date of vessels will execute and deliver a 
supplement to the mortgage in respect of such vessels. 
Also pursuant to the Security Agreement, the 
Shipowner will assign to Marad its interest in the 
Bareboat Charter with I&@ME,-and I&ME will consent to 
such assignment. Furthermore, the Security Agreement 
provides for deposit in escrow of a portion of the 
proceeds of the bonds. The contemplated transactions 
are contingent upon receipt of a commitment from 
Marad to guarantee the bonds. One of the conditions of 
such guarantee is that, pursuant to Section 2 of the 
Shipping Act, 1916, the Shipowner, Twin Trading Cor- 
poration and l&ME are, and will continue to be, citizens 
of the United States qualified to engage in coastwise 
trade. The contemplated transaction is also contingent 
upon receipt by Twin Trading Corporation, prior to 
assignment of the Construction Contracts, of a 
favorable opinion of independent tax counsel in lieu of a 
Ruling from the Internal Revenue Service and a 
satisfactory indemnity agreement from |&ME. 








The interest rate of the bonds will be determined by the 
underwriters shortly before the offering of such bonds 
to the public. Both Marad and the United States 
Treasury Department will approve the proposed interest 
rate on such bonds before the United States 
Government guarantee is granted to the bonds. As 
stated above, the bonds may take the form of Sinking 
Fund Notes, Sinking Fund Bonds and/or Serial Bonds. 
The Sinking Fund Notes, the Sinking Fund Bonds and 
the Serial Bonds may have varying interest rates. |&@ME 
presently believes that the weighted average interest 
rate of the bonds proposed to be guaranteed by Marad 
in connection with the proposed transaction shall not be 
in excess of 8%% per annum. 


Under the terms of the Bareboat Charter, the rental rate 
during the interim period from the actual delivery and 
acceptance date through January 14, 1978 will be equal 
to the interst rate payable by the Shipowner pursuant to 
a Marad guarantee during such interim period, less the 
net income from a Construction Fund, as set forth in a 
Depository Agreement and/or an Escrow Fund, as set 
forth in the Security Agreement. Such interim rent is to 
be paid on January 15, 1978. The rental rate for the 
20-year base charter term will depend upon several 
factors, including the average delivery date of the 
vessels, the percentage of the cost of the vessels 
obtained by the Shipowner from the sale of bonds and 
the interest rate of the bonds, and will be payable 
semi-annually in arrears commencing on July 15, 1978. 
Assuming that an average of 76.2% of the cost of the 
vessels is obtained from the sale of bonds, that the 
bonds are sold in the ratio of 36.5% Sinking Fund Notes 
to 63.5% Sinking Fund Bonds and that the interest rate 
on such bonds is 7.30% in the case of Sinking Fund 
Notes and 7.70% in the case of Sinking Fund Bonds, 
the annual rental rate and the resulting effective cost of 
money to |l&ME would be as follows: 


Annual Rent 
Factor % of 


Average Delivery 
&Acceptance Date 


Effective Annual 
Cost of Money, 





During 1977 Cost Including 2% 

Marad Fee (%) 
March 7.79648 5.24403 
April 7.77500 5.21163 
May 7.75228 5.17731 
June 7.72954 5.14290 
July 7.70680 5.10844 
August 7.68288 5.07213 
September 7.65894 5.03574 
October 7.63500 4.99927 
November 7.61108 4.96279 
December 7.58714 4.92622 


To the extent that the interest rates or the ratio of 
Sinking Fund Notes to Sinking Fund Bonds changes, 
the annual rent factor and the effective cost of money 
would change. |&ME will report the exact rate obtained 
and resulting effective cost to I&ME under Rule 24. 
I&ME, as the charterer, will also pay, as supplemental 
rent, all maintenance costs, insurance premiums, taxes 
(other than certain income taxes) and all other costs in 
connection with the operation of the vessels. 


It is proposed that at the end of the base charter term, 
I&ME will have rights to renew the Bareboat Charter for 
four successive five-year periods as to any or all of the 
vessels at a rent equal to the fair market bareboat 
charter of such vessels at the time of such renewal, 
such rent to be paid semi-annually in arrears. At the end 
of the base charter term or any renewal term, I&ME will 
also have the right to purchase any or all of the vessels 
at the fair market sales value of such vessels at the time 
of purchase. In addition, |&ME will have the right at any 
time after the end of the seventh year of the base term 
to terminate the Bareboat Charter because of economic 
obsolescence for I&ME’s needs with respect to any or 
all of the vessels. In such event, I&ME would cause the 
vessels declared obsolete to be sold to an unrelated 
third party, and the Bareboat Charter would terminate 
as to such vessels upon payment to the Shipowner of 
the greater of the termination value, as specified in the 
Bareboat Charter, or the proceeds of the sale. 


The vessels will be used by l&ME to transport low sulfur 
coal from western coal lands to its present and pro- 
posed electric generating plants on the Ohio River. It is 
stated that western coal is low in sulphur and thus 
would facilitate compliance with the increasingly 
stringent environmental stack gas emission standards. 
It is further stated that barging is the cheapest means of 
transporting bulk commodities such as coal over long 
distances. 


It is anticipated that the vessels will transfer coal for 
other companies affiliated with I@ME in the AEP 
holding company system. Any transactions by |I&ME 
with affiliated interests will be subject to further order of 
this Commission. Additionally, |&ME proposes to enter 
into short-term sub-leasing arrangements with respect 
to certain of such vessels with non-affiliated interests on 
a fully compensatory basis if possible, and in any event 
at the market rate, to the extent idle capacity develops. 
Any revenues derived from such non-affiliated trans- 
actions will be accounted for as credits against the 
amounts chargeable to FPC Account 151, Fuel Stock. 


In connection with the proposed transactions, |@ME 
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will pay, as supplemental rent under the Bareboat Char- 
ter, an amount equal to the Marad Investigation Fee of 
approximately $75,000 and amounts equal to each 
Annual Guarantee Fee thereafter, computed at the rate 
of approximately % of 1% of the outstanding principal 
balance of the bonds. In addition, I&ME will pay a 
public offering underwriting fee estimated to be not in 
excess of $350,000. I&ME will also pay the fees and 
expenses incurred by the participants in the proposed 
transaction with respect to such transaction, including 
legal fees, trustee fees and printing costs. Such fees 
and expenses are currently estimated to be not in 
excess of $200,000. I&ME’s other fees, including its 
own legal fees, will be not in excess of $100,000. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


In September of 1973 |&ME acquired the tangible assets 
of O.F. Shearer & Sons, Inc. (‘Shearer’) of Cincinnati, 
Ohio, consisting of 11 towboats and 240 barges, and 
related equipment, most of which were then employed 
for the transport of coal to AEP system companies. Two 
months later these assets were sold and leased back by 
I&@ME. In July of 1974 |I&ME entered into the first of 
these contracts, as indicated, to enlarge the business 
acquired from Shearer. On consummation of the 
pending transactions, the fleet of vessels, which 
1&ME’s water transportation division will operate, is to 
include 27 towboats, 313 jumbo barges and 208 
standard barges. 


The Shearer and subsequent acquisitions, and the 
operating arrangements for the transport of coal, 
except those with Ohio Power Company, as heretofore 
noted, were entered into without prior application to the 
Commission and its approval under the applicable 
provisions of the Act, particularly Section 9, 10 and 
13(b). IME has not acknowledged that such approvals 
were required. Exigencies of time do not allow for a 
judicious exploration of these unresolved questions; 
and to withhold approval for an indeterminate time to 
secure the answers would jeopardize the financing that 
is now available to I&ME. 


To resolve this impasse, which I&ME originated, and to 
facilitate the financing of this last group of vessels 
which |&ME is to acquire under its contracts, I|&ME has 
stipulated that the approval by order herein shall in no 
way affect any action the Commission may deem 
necessary to take with respect to the acquisition of the 
Shearer water transportation business, its subsequent 
expansion by the acquisition of additional vessels and 
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other equipment, if any, and the operating arrange- 
ments and charges, particularly as they relate to 
affiliated companies, not heretofore authorized or 
approved, except that no such action shall affect the 
validity of the obligations [&ME is to incur in the 
financing of the transactions as herein approved. 


|I&ME has supplied for the record a projected need for 
its fleet of vessels, the required barge capacity for the 
transport of coal and the projected utilization in the 
service of the AEP companies. There is no need for 
present purposes to consider the reliability of these pro- 
jections and estimates. Theya re appropriately left for 
consideration in the larger context of the unresolved 
questions, to which the present order is not directed. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed under the Act 
(HCAR No. 19930) and no hearing has been requested 
of or ordered by the Commission: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the stipulations by |&ME, as aforesaid, and further 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act, and provided that 
nothing in this order shall be construed as in any 
manner affecting the jurisdiction of any other regulatory 
authority with respect to rates, accounting or similar 
matters in connection with the proposed transactions. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 466/April 8, 1977 


The Securities and Exchange Commission has issued an 
order under the Trust Indenture Act of 1939 (the ‘‘Act’’) 
on an application by The Standard Oil Company (an 
Ohio corporation) (the ‘‘Applicant’’) pursuant to 
Section 310(b)(1)(ii) of the Act declaring that the 
trusteeship of Manufacturers Hanover Trust Company 








under four indentures with the Applicant and two 
indentures with the Delaware County Industrial 
Development Authority, Pennsylvania, is not so likely to 
involve a material conflict of interest as to make it 
necessary to disqualify Manufacturers Hanover Trust 
Company from acting as trustee under any of the inden- 
tures. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9717/ April 8, 1977 


In the Matter of 


HARVEST FUND 
1809 Walnut Street 
Philadelphia, Pennsylvania 19103 


(811-1675) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) FOR AN ORDER DECLARING THAT 
COMPANY HAS CEASED TO BE AN INVESTMENT 
COMPANY 


NOTICE IS HEREBY GIVEN that Harvest Fund 
(‘Applicant’), a common law trust registered as an 
open-end diversified management company under the 
Investment Company Act of 1940 (‘Act’), filed an 
application on January 19, 1977 pursuant to Section 8(f) 
of the Act for an order of the Commission declaring that 
Applicant has ceased to be an investment company as 
defined in the Act. All interested persons are referred to 
the application on file with the Commission for a 
statement of the representations therein, which are 
summarized below. 


Applicant was organized under the laws of the 
Commonwealth of Pennsylvania pursuant to a Declara- 
tion of Trust dated June 25, 1968, and registered under 
the Act on June 26, 1968. On December 21, 1976, the 
Applicant’s shareholders approved an Agreement and 
Plan of Reorganization (the ‘‘Agreement’’). The 
Agreement provided, among other things, for (i) the 
acquisition by Sigma Capital Shares, Inc. (‘’Sigma’’) of 
substantially all of the assets of the Applicant solely in 
exchange for shares of common stock of Sigma, (ii) the 
distribution of such shares of common stock of Sigma 
to the shareholders of the Applicant pro rata according 
to their respective interests, and (iii) the subsequent 


dissolution and deregistration of the Applicant as soon 
as practicable. The acquisition by Sigma of substantially 
all of the assets of the Applicant took place on 
December 21, 1976, and shares of Sigma have been 
distributed to the shareholders of the Applicant 
according to the terms of the Agreement. 


Applicant represents it has no shareholders, is engaged 
in no business activity other than those procedures 
necessary for its dissolution and liquidation, and its only 
assets consist of $36,873.00 in cash and bank deposits, 
which sum is being retained by the Applicant to pay its 
expenses of liquidation and dissolution and as a 
provision for accrued expenses and liabilities not rea- 
sonably foreseen on the date of the transfer of 
substantially all of its assets to Sigma. The application 
states that any portion of the foregoing funds so 
retained by the Applicant shall be disbursed by it pro 
rata to its shareholders of record on December 21, 1976 
upon the dissolution of the Applicant as a final 
liquidating dividend. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a 
registered investment company has ceased to be an 
investment company, it shall so declare by order and 
upon the effectiveness of such order, the registration of 
such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 3, 1977, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or by 
mail upon Applicant(s) at the address(es) stated above. 
Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contempor- 
aneously with the request. As provided by Rule 0-5 of 
the Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission's own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9718/April 11, 1977 


In the Matter of 
SMITH, BARNEY EQUITY FUND, INC. 
AND 


SMITH, BARNEY INCOME AND GROWTH FUND, 
INC. 

1345 Avenue of the Americas 

New York, NY 10019 


(812-4093) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM SECTION 22(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that Smith, Barney Equity 
Fund, Inc. (‘‘Equity’’) and Smith, Barney Income and 
Growth Fund, Inc. (‘Income and Growth’), both 
Maryland corporations registered under the Act as 
open-end diversified management companies (collec- 
tively ‘‘Funds” or ‘“‘Applicants’’), filed an application on 
February 17, 1977, and an amendment thereto on April 
6, 1977, pursuant to Section 6(c) of the Investment 
Company Act of 1940 (‘‘Act’’) for an order of exemption 
from Section 22(d) of the Act to the extent necessary to 
permit the Funds to allow shareholders of an investment 
company or personal holding company which is merged 
into, consolidated with, or substantially all of whose 
assets are sold to one of the Funds, to make subsequent 
purchases of shares of either of the Funds at net asset 
value without a sales charge, provided they continuous- 
ly remain shareholders of such fund until and including 
the date of any such additional purchases. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
therein which are summarized below. 


Equity has operated since its inception, and Income and 
Growth since May 1, 1971, as no-load funds offering 
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shares at net asset value without any sales charge being 
paid by purchasers of shares. Smith Barney, Harris 
Upham & Co. Incorporated (‘‘Smith Barney’’), and its 
predecessor Smith, Barney & Co. Incorporated, have 
acted as distributors of the Funds’ shares and Smith, 
Barney Advisers, Inc., a wholly-owned subsidiary of 
Smith Barney, acts as manager to both Funds. Smith, 
Barney Advisers, Inc. has sub-advisory agreements 
with Smith Barney. However, Applicants recently 
sought and obtained an order of the Commission dated 
September 21, 1976 (Investment Company Act Release 
No. 9452) permitting the Funds to implement a schedule 
of sales charges which would apply to all but certain 
excepted classes of shareholders not relevant here. 
Applicants now state that they wish to except, as an 
additional category of persons not subject to a sales 
charge, shareholders of an acquired company, as 
described above. In this connection, Applicants state 
the elimination of a sales charge on purchases by such 
shareholders after they become shareholders of the 
Funds is justified because prior to becoming share- 
holders of one of the Funds, these shareholders would 
have been asked to approve a plan of reorganization for 
the company of which they were previously share- 
holders prior to the merger, acquisition or consolida- 
tion, and in that regard, would have received a proxy 
statement or a registration statement on Form S-14 
which would have included substantial information 
concerning the investment advise: and the operations, 
investment objectives and policies of the Fund of which 
they could become shareholders. Consequently, Appli- 
cant argue, little, if any, selling effort would be required 
with respect to such sales. 


Section 22(d) of the Act provides that registered 
investment companies issuing redeemable securities 
may sell their shares only at a current offering price 
described in the prospectus. Section 6(c) provides, in 
part, that the Commission may conditionally or un- 
conditionally exempt any person, security, or transac- 
tion, or any class or classes of persons, securities, or 
transactions, from any provision of the Act, if and to the 
extent that such exemption is necessary or appropriate 
in the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 3, 1977, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if 





the Commission should order a hearing thereon. Any 
such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address 
stated above. Proof of such service (by affidavit, or in 
the case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 
be issued as of course following said date unless the 
Commission thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9719/April 12, 1977 


In the Matter of 
FEDERATED MUNICIPAL BOND FUND, LTD. 
and 


MANAGED MUNICIPAL BOND FUND, LTD. 
Federated Investors Building 

421 Seventh Avenue 

Pittsburgh, Pennsylvania 15219 


(811-2645) 
(811-2651) 


ORDER PURSUANT TO SECTION 8&(f) OF THE ACT 
DECLARING THAT COMPANIES HAVE CEASED TO 
BE INVESTMENT COMPANIES. 


Federated Municipal Bond Fund, Ltd., and Managed 
Municipal Bond Fund, Ltd. (‘‘Applicants’’), registered 
under the Investment Company Act of 1940 (‘’Act’’) as 
_ diversified, open-end management investment com- 
panies, filed an application on October 22, 1976, and 
amendments thereto on December 17, 1976, and March 


8, 1977, for an order of the Commission, pursuant to 
Section 8(f) of the Act, declaring that Applicants have 
ceased to be investment companies as defined in the 
Act. 


On March 11, 1977, a notice (Investment Company Act 
Release No. 9674) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter has been considered, and it is found that 
Applicants have ceased to be investment companies as 
defined in the Act. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registrations of Federated Municipal 
Bond Fund, Ltd., and Managed Municipal Bond Fund, 
Ltd., shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9720/April 12, 1977 


In the Matter of 
AXE-HOUGHTON INCOME FUND, INC. 
and 


AXE SECURITIES CORPORATION 
c/o Henri B. Little 

Axe-Houghton Income Fund, Inc. 
400 Benedict Avenue 

Tarrytown, New York 10591 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM THE PROVISIONS OF SECTION 
22(d) OF THE ACT. 


NOTICE IS HEREBY GIVEN that Axe-Houghton Income 
Fund, Inc. (‘Fund’’), registered under the Investment 
Company Act of 1940 (‘‘Act’’), as an open-end 
management investment company, and Axe Securities 
Corporation (“ASC”), the principal underwriter of the 
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Fund and the Sponsor of Canadian Investment Trust 
(“CIT’’), registered under the Act as a unit investment 
trust, filed an application on February 1, 1974 and an 
amendment thereto on October 12, 1976, pursuant to 
Section 6(c) of the Act for an order of the Commission 
exempting certain transactions from the provisions of 
Section 22(d) of the Act to the extent described therein. 
All interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are summariz- 
ed below. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company or principal under- 
writer thereof sha!l sell any redeemable security to any 
person except at a current public offering price 
described in the prospectus. Shares of the Fund are 
currently offered to the public at a price based on net 
asset value plus a sales charge that varies with the 
quantity of securities purchased. 


CIT, to whose securityholders the application relates, 
has issued securities (‘‘Plans’’) the net payments on 
which are invested in shares of the Fund. Although CIT 
has discontinued issuing such Plans, there are currently 
outstanding three types of Plans: Systematic Invest- 
ment Plans (‘‘SIPs’’), Systematic Investment Plans with 
Insurance (“SIPWis’’) and Single Payment Plans 
(“SPPs’”’). The Fund and ASC (hereinafter collectively 
referred to as “Applicants”) propose that holders of 
SIPs and SIPWIs, who have made all payments toward 
completion of their Plans from which front-end load 
sales charges have been deducted be permitted to 
convert their Plan accumulations into shares of the 
Fund at a reduced sales charge level applicable thereto. 
Furthermore, the Applicants propose that holders of 
SIPs and SIPWis who have not made the total 
payments contemplated by the Plan in question be 
permitted: (1) to continue to make payments up to the 
face-amount of their Plans, and (2) to invest such 
payments in Fund shares at a reduced sales charge level 
applicable thereto. 


It is also proposed that the holders of SPPs be permitted 
to convert their Plan accumulations into Fund shares, 
and that the holders of all Plans be permitted to have 
the same partial withdrawal and reinstatement rights, 
including the purchase of Fund shares at net asset 
value, as if they had continued to hold their Plans, but 
only for a period running from twenty years from the 
date of issuance of each Plan, since ASC as the 
Sponsor of CIT, has the right after such twenty year 
period to terminate any Plan. If a holder of an SIPWI, on 
which the insurance coverage is operational exercises 
the right to convert his Plan accumulations into Fund 
shares, it is proposed that he be granted insurance 
protection which is identical to that which he would 
have had if he had continued to be a Planholder. The 
continuation of the insurance protection would be 
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effected by the First Jersey National Bank, as the 
Fund's transfer, redemption and Plan agent, deducting 
from each payment made on a SIPWI the amount 
allocable to the insurance premium and remitting the 
same to the insurer (United States Life Insurance 
Company). 


The Plans were first issued on or about October 29, 
1954, at which time the underlying investment was 
shares of Axe-Templeton Growth Fund of Canada, Ltd. 
The last prospectus relating to the Plans was dated April 
29, 1962. In 1963 shares of the Fund were substituted 
for shares of Axe-Templeton Growth Fund of Canada, 
Ltd. as the investment medium of the Plans, both as to 
shares accumulated and for the investment of payments 
on outstanding SIPs and SIPWIs. 


There are presently outstanding 35 Plans; 6 of these are 
SPPs and 17 are completed SIPs and SIPWis. There are 
6 uncompleted SIPWIs and 6 uncompleted SIPs. Only 
one of such uncompleted Plans has not made sufficient 
payments so that all front-end load sales charges have 
been deducted, and that Planholder may at any time 
make the additional payments on his Plan necessary to 
make the required deductions. Upon making the 
necessary additional payments this Planholder would 
become entitled to the privileges described herein. As of 
June 7, 1976, the Custodian held 59,151 Fund shares for 
the Plans, having an approximate net asset value of 
$270,320. 


The application states that holders of SPPs and holders 
of SIPs and SIPWIs who have made at least 24 monthly 
payments or the equivalent may withdraw up to 90% of 
their Fund shares in the accounts under their Plans, and 
may also cause the redemption of such shares and the 
remittal of the net proceeds to them. Such holders are 
permitted subsequently to purchase at net asset value 
substantially the same number of Fund shares 
withdrawn. Since ASC is a member of the National 
Association of Securities Dealers (NASD), the exercise 
of this withdrawal and reinvestment privilege is subject 
to the limitations imposed by the NASD, including one 
limiting the use of such privileges to only once during a 
period of one year. 


Applicants contend that limiting the conversion 
privilege to those investors who have paid their 
front-end load sales charges is necessary and appropri- 
ate in the public interest since such investors, after 
converting their Plans into Fund shares, and thereupon 
investing directly in Fund shares up to the face amount 
of their Plans at reduced sales charge levels, will have 
paid a sales charge which, as a percentage of total 
payments, is substantially similar to the charge paid by 
investors who directly purchased shares of the Fund. If 
investors who have not paid such front-end sales 
charges were afforded this conversion privilege, such 
investors could, upon exercise of the privilege and 





completion of all Plan payments, have acquired shares 
at a sales charge rate which would be less than the 
approximate sales charge paid by other Fund investors. 


Applicants also contend that by providing CIT investors 
with the opportunity to convert their Plan holdings into 
Fund shares, and to continue to make payments up to 
the face amounts of their Plans at the same sales charge 
levels which would have been applicable to their Plans 
had they been retained, such Planholders will be 
afforded the opportunity to continue to purchase shares 
of their chosen investment medium with its selective 
investment objective at the indentical sales charge rates 
applicable to their prior Plan payments. Applicants state 
that the Fund receives no portion of the sales charge 
applicable to the purchase of shares of the Fund, and 
the exemption herein requested will have no detrimental 
effect upon current Fund shareholders. Moreover, 
Applicants contend that there will be no dilution of the 
assets of the Fund caused by an investor’s exercise of 
the conversion privilege, since conversion of CIT’s 
holdings to shares of the Fund would be effectuated at 
the Fund’s net asset value per share next determined 
after receipt of a request from a CIT investor for 
implementation of the conversion. 


Applicants represent that ASC is entitled urfder the 
Plans to be reimbursed from each Planholder’s account 
an amount not exceeding $2.00 per annum for its actual 
expenses incurred in performing the delegated duties 
specified in the Custodian Agreement and the Plan 
Certificates. This charge is applicable to all Plans other 
than SIPs and SIPWIs upon which not more than 12 
payments, or 13 in the event a Plan calls for an initial 
double payment, have been made. ASC has not been 
collecting this $2.00 fee, and its only source of revenue 
from CIT has been the Sponsor’s portion of the sales 
charge on payments on Plans. The amount of this 
revenue has been and is being exceeded by the direct 
expenses of ASC as Sponsor of CIT and, in addition, 
ASC has _ additional indirect expenses, including 
salaries, postage and printing. ASC has also undertaken 
to pay the tax payable on dividends to foreign 
Planholders. 


Applicants assert that, to the extent that Planholders 
exercise the conversion privilege, they will be afforded 
the opportunity to escape the possibility of Fund shares 
being redeemed to meet the $2.00 fee mentioned 
above. In addition, Planholders of SIPs and SIPWis will 
no longer be required to pay Custodian Service Charges 
which, on all payments other than initial payments, 
range from $0.44 to $2.00 per payment. Applicants also 
assert that the maintenance of the withdrawal and 
reinvestment privilege, subject to the NASD withdrawal 
and reinvestment rules, is appropriate and fair, in that 
the exercise of the conversion privilege should not result 
in the loss of the withdrawal and reinvestment privilege. 
Applicants point out that the benefits of this latter 


privilege were available only to investors who had paid 
front-end load sales charges and/or Custodian Service 
Fees and, in any event, somewhat higher sales charges 
on all Plans, even assuming completion of SIPs and 
SIPWils, than are charged on direct purchases of Fund 
shares. 


Applicants contend that the granting of the exemption 
requested is necessary and appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act, within the meaning of Section 
6(c) of the Act. 


Section 6(c) of the Act provides, in pertinent part, that 
the Commission upon application may conditionally or 
unconditionally exempt any person, security, or 
transaction, or any class or classes of persons, 
securities or transactions, from any provision of the Act 
or of any Rule or Regulation promulgated thereunder, if 
and to the extent such exemption is necessary or 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 9, 1977, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
application accompanied by a statement as to the 
nature of his interest, the reason for such request, and 
the issues, if any, of fact or law. proposed to be contro- 
verted, or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
communication should be addressed: Secretary, Secur- 
ities and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address 
stated above. Proof of such service (by affidavit, or in 
case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued by the Commission as of course 
following said date, unless the Commission thereafter 
orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9721/April 12, 1977 


In the Matter of 


LEXINGTON RESEARCH FUND, INC. 
LEXINGTON GROWTH FUND, INC. 
LEXINGTON INCOME FUND, INC. 
177 North Dean Street 

Englewood, New Jersey 07631 


PIEDMONT CAPITAL CORPORATION 
10100 Santa Monica Blvd. 
Los Angeles, California 90067 


and 


WESTAMERICA FINANCIAL CORPORATION 
444 Sherman Street 
Denver, Colorado 80203 


(812-4047) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTION 22(d) OF THE ACT. 


Lexington Research Fund, Inc., Lexington Growth 
Fund, Inc., and Lexington Income Fund, Inc. (the 
“Funds’’), open-end diversified management com- 
panies registered under the Investment Company Act of 
1940 (the “Act’’) and Piedmont Capital Corporation 
(“Piedmont Capital’) and Westamerica Financial 
Corporation (‘“Westamerica”), principal underwriters 
for the Funds (collectively, ‘‘Applicants’’), filed an 
application on October 26, 1976 and an amendment 
thereto on March 7, 1977 pursuant to Section 6(c) of 
the Act for an order exempting Applicants from the pro- 
visions of Section 22(d) of the Act to the extent 
necessary to permit proceeds from life insurance or 
annuity contracts issued by certain companies to be 
used to purchase shares of the Funds at a sales charge 
equal to one-half of the otherwise applicable sales 
charge. 


On March 18, 1977, a notice was issued (Investment 
Company Act Release No. 9681) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
. order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter has been considered, and it is found that the 
granting of the application is appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 
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IT IS ORDERED, pursuant to Section 6(c) of the ACT, 
that the application for exemption from the provisions 
of Section 22(d) of the Act, to the extent requested, be 
and hereby is, granted, effective forthwith. 


Fc ‘1e Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1840 
Release No. 9722/April 12, 1977 


In the Matter of 


CENTRAL STATES, SOUTHEAST AND SOUTH- 
WEST AREAS PENSION FUND 

8550 West Bryn Mawr Avenue 

Chicago, Illinois 60631 


(812-4100) 


ORDER PURSUANT TO SECTIONS 6(c) AND 6(e) OF 
THE ACT EXTENDING EXEMPTION FROM SPECIFIED 
PROVISIONS OF THE ACT 


Central States, Southeast and Southwest Areas 
Pension Fund (‘Applicant’) filed an application on 
March 3, 1977 for an order of the Commission pursuant 
to Sections 6(c) and 6(e) of the Investment Company 
Act of 1940 (’’Act’’) to extend the termination date of an 
order previously issued by the Commission (Investment 
Company Act Release No. 9687, dated March 22, 1977) 
from March 31, 1977 until the earlier of April 30, 1977 or 
the final administrative determination by the Internal 
Revenue Service of Applicant’s status under Internal 
Revenue Code Section 401. 


On March 22, 1977 a notice (Investment Company Act 
Release No. 9690) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing on the matter and’ 
stated that an order disposing of the application would 
be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, and 
the Commission has not ordered a hearing on the 
matter. 


The matter has been considered, and it is found that the 
granting of the requested extension is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Furthermore, the Commis- 
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sion deems it appropriate in the public interest and for 
the protection of investors that all provisions of the Act 
pertaining to registered investment companies from 
which Applicant is not specifically exempted pursuant 
to this order shall apply to Applicant, and to other 
persons in their transactions and relations with 
Applicant, as though Applicant were a_ registered 
investment company. Accordingly, 


IT IS ORDERED, pursuant to Sections 6(c) and 6(e) of 
the Act, that the order of the Commission in Investment 
Company Act Release No. 9687 (March 22, 1977) be, 
and hereby is, extended subject to all terms and 
conditions stated therein, until the earlier of April 30, 
1977 or the final administrative determination by the 
Internal Revenue Service of Applicant’s status under 
Internal Revenue Code Section 401. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9723/April 12, 1977 


In the Matter of 


ASSOCIATION FOR !NVESTMENT IN UNITED 
STATES GUARANTEED ASSETS, INC. 

HUNTOON, PAIGE & CO., INC. 

HUNTOON, PAIGE SECURITIES CORPORATION 

UNITED FIRST MORTGAGE CORPORATION 


and 


HUNTOON, PAIGE HOLDING CORPORATION 
44 Wail Street 


New York, New York 10005 
(812-3785) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING CERTAIN TRANSACTIONS FROM THE 
PROVISIONS OF SECTIONS 17(a) AND 17(d) OF THE 
ACT AND RULE 17d-1 THEREUNDER, AND ORDER 
PURSUANT TO SECTION 28(b) OF THE ACT. 


On March 17, 1977, a notice was issued (Investment 
Company Act Release No. 9679) of the filing of an 
application on March 25, 1975, and amendments 
thereto on November 10, 1975, May 23, 1976, and 
September 13, 1976, by the following persons: 


Association for Investment in United States Guaranteed 
Assets, Inc. (“USGA”), a face-amount certificate 
company registered under the Investment Company 
Act of 1940 (the ‘‘Act’’); Huntoon, Paige & Co., Inc. 
(‘‘Huntoon’’), a broker-dealer of mortgages and GNMA 
certificates; Huntoon, Paige Securities Corporation 
(‘Securities’), a GNMA certificate dealer and specialist 
in odd-lot GNMA certificate transactions; United First 
Mortgage Corporation (‘‘Mortco’’), a mortgage banker; 
and Huntoon, Paige Holding Corporation (‘“Holding’’), 
the parent of all of the above companies (USGA, 
Huntoon, Securities, Mortco and Holding are collec- 
tively referred to as ‘‘Appiicants’’). The application 
requested an order of the Commission, pursuant to 
Section 6(c) of the Act, exempting certain loans that 
USGA proposes to make to the other Applicants from 
the provisions of Sections 17(a) and 17(d) of the Act 
and Rule 17d-1 thereunder, and an order, pursuant to 
Section 28(b) of the Act, authorizing such loans as 
qualified investments for a face-amount certificate 


company and permitting such loans to be valued at 
cost. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing has 
been filed, and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found on the 
basis of the information contained in the application, 
that the participation of USGA in the proposed 
transactions is consistent with the provisions, policies 
and purposes of the Act and is not on a basis different 
from or less advantageous than that of any other 
participant. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Sections 17(a) and 17(d) of the Act and Rule 17d-1 
thereunder, to the extent requested, be, and hereby is, 
granted, effective forthwith subject to the following 
conditions agreed to by the Applicants. 


IT |S ALSO ORDERED, effective forthwith, pursuant to 
the provisions of Section 28(b) of the Act, that certain 
loans described in detail in the application which USGA 
proposes to make to the other Applicants are authorized 
as qualified investments for a face-amount certificate 
company, and further that such loans may be valued at 
cost, subject to the following conditions agreed to by 
the Applicants: 


1. Noloan by USGA to an affiliate shall involve any fee 
for origination to be paid by USGA. 


2. The affiliates’ warehousing loan line of credit will 
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equal the total amount of reserves less amounts 
borrowed by certificate holders. 


3. The terms and conditions of the proposed loans are 
intended to insure that the affiliates will be able to repay 
such loans to USGA on demand. In summary, they 
provide that each loan will be backed by a purchase 
commitment from a permanent investor, the mortgage 
as collateral, a commercial line of credit in sufficient 
amount to roll over the loan, and the continuing 
guarantee of Holding. The detailed terms and 
conditions of the loans will be as follows: 


(a) Duration: Loans will be made to affiliates for such 
period or periods as may be required by commitments 
from investors or dealers, but it is not expected that any 
loan will exceed one year. Any loan can be called on 
demand by USGA. 


(b) Security: Assignment of notes and first trust deeds 
(unrecorded) covering FHA/VAs and assignment of 
GNMaA certificates or other U.S. Government backed 
securities. 


(c) Eligible Loans: Committed FHA/VA and GNMAs 


Up to the full amount of the unloaned reserves at any 
one time to be available for funding FHA/VA loans on 
existing buildings or GNMA certificates. 


1) /nterest—Prime rate, payable monthly. Same day 
change, (360 day basis). 


2) Terms of Note—6 months, renewal permitted with 
prior approval, payable on demand by USGA. 


3) Advances—Are not to exceed the takeout commit- 
ment. 


(d) Additional Security: 


1) Full continuing guarantee of Holding to the extent 
required by the Banks providing warehousing lines to 
Mortco, Huntoon or Securities. 


2) Supplementary warehouse lines from one or more 
major commercial banks. 


3) All loans are to be supported by and conform to 
specifications of specific or area takeout commitments 
from responsible permanent investors or dealers. 


(e) Available for Inspection by Commission: 


1) Annual C.P.A. consolidated annual statement of 
Holding and its subsidiaries, within 90 days from year 
end, plus quarteriy unaudited financial statements 
covering Holding and its subsidiaries, within 45 days 
after the end of the period covered by such report. 
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2) Monthly report showing warehouse utilization 
together with takeout commitment position. Report to 
include unused takeout commitment position. Report to 
include open amount of supplementary warehouse 
lines. 


4. Continuing effectiveness of this order of exemption 
is conditioned on the prime interest rate being 312% or 
more. 


5. All transactions referred to herein shall be carried out 
in accordance with the representations made by 
Applicants in the application for this order. 


6. Applicants will file with the Commission reports with 
respect to all fees paid to any affiliates. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 7863/ April 8, 1977 


SECURITIES AND EXCHANGE COMMISSION v. JOS. 
SCHLITZ BREWING COMPANY, 

(United States District Court for the District of 
Columbia) Civil Action No. 77-0612-JJS 


The Securities and Exchange Commission announced 
the filing of a Complaint in the United States District 
Court for the District of Columbia seeking injunctive and 
ancillary relief against Jos. Schlitz Brewing Company 
(‘Schlitz’), a Wisconsin corporation with principal 
offices in Milwaukee. The Commission’s Complaint 
charges Schlitz with violations of the anti-fraud, proxy 
and reporting provisions of the federal securities laws. 


The Commission’s Complaint alleges that during the 
period from 1969 to 1977, Schlitz, the second largest 
brewer of beer and malt beverages in the United States, 
made millions of dollars of undisclosed payments in 
cash and other things of value to its customers and 
others, including not less than approximately $3 million 
in payments to beer and malt beverage retailers as in- 
ducements to purchase Schlitz products, in violation of 
federal, state and local liquor laws and regulations. 


The Complaint identifies at least four means by which 
such inducement payments were accomplished: (1) the 
direct payment of cash by Schlitz to retailers and their 
agents and the furnishing by Schlitz of other things of 








value (i.e., goods and services) to retailers; (2) the re- 
imbursement by Schlitz of various of its nationwide 
network of approximately 1,000 wholesalers who made 
cash payments and provided other things of value to 
retailers; (3) the concealment of inducement payments 
by means of preparing and causing recipients to prepare 
sham contracts, invoices, agreements and other 
documents; (4) the direction of cash payments through 
third parties, including certain of Schlitz’ and its whole- 
salers’ outside advertising agencies as well as those of 
its retailers. 


The Complaint further alleges that despite a warning 
from the Bureau of Alcohol, Tobacco and Firearms 
(“BATF’’) in mid-1973 that Schlitz should terminate its 
illegal inducement activities and notwithstanding 
Schlitz’ representations to BATF that such practices 
would stop and the company’s announcement of a 
policy, in response to the warning, that such practices 
should stop, Schlitz continued subsequent to these 
events to engage in such practices. 


The Complaint sets forth examples of Schlitz’ 
inducement activities, the recipients of payments and 
the methods by which those payments were ac- 
complished and their purpose concealed. Many of the 
recipients named were or are publicly-held companies 
and their affiliates and subsidiaries. 


The Complaint further alleges that Schlitz, in con- 
nection with its inducements, made false and mis- 
leading entries in its books and records to account for 
such payments, filed false financial statements with the 
Commission and participated with recipients of its 
payments in activities which may have resulted in the 
preparation of false books and records by those 
recipients and, as to those recipients which are public 
companies may have resulted in false filings with the 
Commission by those companies. 


The Complaint further alleges that Schlitz disseminated 
false and misleading press releases in 1976 concerning 
its inducement payments, in general, and its payments 
to Emersons Ltd. and its president, in particular. 


The Complaint also alleges that Schlitz, in connection 
with its approximately 30% ownership in certain 
Spanish brewing affiliates, received payments from 
those affiliates which payments were facilitated by 
practices designed to evade Spanish tax laws and 
exchange ‘controls and participated in by Schlitz, 
including falsely describing the payments as being for 
technical assistance and maintaining multiple sets of 
books. 


With respect to the inducement payments and the 
Spanish affiliates, the Complaint alleges the filing of 
false and misleading documents with the Commission, 
including registration statements filed since 1969 in 


connection with the offering of approximately $300 
million of Schlitz securities, as well as proxy soliciting 
materials and annual and periodic reports on Forms 
10-K, 10-O and 8-K. These filings are alleged to be false 
and misleading because they make material untrue 
statements, and omit to disclose material facts, 
regarding the inducement payments and the Spanish 
affiliates including the illegality of such activities, the 
knowledge of such activities by the company’s 
management, the effects of such activities or their 
termination on Schlitz’ business and the penalties and 
liabilities to which Schlitz may be exposed by virtue of 
having engaged in such activities. 


The Complaint, in addition to requesting a permanent 
injunction against violation of the federal securities laws 
by Schlitz, requests the appointment by the Court of a 
Special Agent who shall have the power to inquire into 
Schlitz’ acts and practices as alleged in the Complaint 
and report the results of his inquiry to the Court and to 
Schlitz’ shareholders and shall also be empowered to 
correct Schlitz’ annual and other reports currently on 
file with the Commission to accurately reflect and 
account for Schlitz’ activities and bring those reports 
into compliance with the federal securities laws. 





Litigation Release No. 7864/April 11, 1977 


U.S. v. BURRESON, et al. 
(Central District of California, 77-243-LEW) 


William D. Keller, United States Attorney in Los 
Angeles and Gerald E. Boltz, Regional Administrator of 
the Los Angeles Regional Office of the Securities and 
Exchange Commission, jointly announced that on 
February 24, 1977, a Federal Grand Jury in Los Angeles 
returned a 16 count indictment against four men 
charging them with conspiracy, securities fraud and 
mail fraud arising out of a scheme to unlawfully obtain 
2.5 million dollars belonging to three mutual funds 
located in Los Angeles. The mutual funds are: The 
Pegasus Fund, which is now known as the Vanderbilt 
Growth Fund, the Vanderbilt Fund, which is now 
known as the Vanderbilt Income Fund and the Pegasus 
Income and Capital Fund (PIC Fund). 


The four individuals charged in the indictment are: 
Rodney H. Burreson, age 43, of Woodland Hills, 
California and former president of Burreson & 
Company, a land sale operation that operated in the 
Victorville, California area from 1972 through 1974; 
Ronald Laraneta, age 41, of Santa Monica, California 
and former chairman of the board of three mutual 
funds; Joseph J. Laraneta, age 35, of Hidden Valley, 
California, brother of Ronald Laraneta and a former 
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officer of the mutual funds; and Thomas Channell, age 
45, of Newport Beach, California, former president of 
California Bankers Trust, a trust company that was 
located in Los Angeles. 


The indictment alleges that the defendants entered into 
an agreement in July 1973 whereby the Pegasus Fund 
and the Vanderbilt Fund would together purchase 
$850,000 of Burreson & Company’s debentures with the 
understanding that $500,000 of the money would be 
used by Burreson to purchase a certificate of deposit at 
American City Bank, a small bank located in Los 
Angeles, which would in turn be used to collateralize a 
loan of $750,000 that American City Bank would make 
to Charter Diversified Services, Inc. (Charter). Charter 
was a holding company which was owned primarily by 
Ronald and Joseph Laraneta; several of Charter’s 
subsidiaries were the management companies which 
managed the mutual funds described above. According 
to the indictment, the defendants agreed that the 
transactions would be disguised through various third 
parties in order to conceal Charter’s use and benefit of 
the $500,000. 


The indictment further alleges that on July 24, 1973, 
Ronald and Joseph Laraneta met with the other 
directors of the Pegasus and Vanderbilt Funds and 
made a number of false statements and representations 
concerning the Burreson & Company transaction, 
including failing to disclose that Charter had obtained 
the use of the $500,000 and representing to the 
directors of the Funds that the investments were 
secured by first trust deeds when in fact the invest- 
ments were secured by all inclusive deeds of trust, 
having substantial underlying obligations. 


Subsequent to the aforementioned purchase the indict- 
ment alleges that on October 23, 1973, defendant 
Ronald Laraneta caused the PIC Fund to purchase 
$900,000 of Oh Boy Industries, Inc. securities, and on 
the next day he received a loan from Oh Boy for 
$550,000 which has not been repaid. Oh Boy is a frozen 
food manufacturer located in the San Fernando Valley. 


The indictment goes on to further allege that in January 
1974, defendants Burreson, and the Laranetas agreed 
that the PIC Fund would purchase a $750,000 debenture 
of Burreson Petro-Gas, a wholly owned subsidiary of 
Burreson & Company with the understanding that 
$150,000 of the money would be secretly funnelled back 
to Charter. 


The indictment alleges that the defendants agreed to 


conceal the fact that Burreson Petro-Gas was a 
subsidiary of Burreson & Company by changing the 
name of Burreson Petro-Gas to Commercial Petro-Gas 
on the day before the purchase of the debentures by the 
PIC Fund, and that this fact, among others, was 
concealed from the other directors of the PIC Fund. 
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Litigation Release No. 7865/April 12, 1977 


SEC v. XONICS, INC., et al. 
(C.D. Cal.) CV 77 1274-FW 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office of the Securities and Exchange 
Commission (‘‘Commission’’) announced that on April 
7, 1977, the Commission filed a complaint in the U.S. 
District Court for the Central District of California 
seeking an injunctive order and certain ancillary relief 
against Xonics, Inc. of Van Nuys, California; Bernard B. 
Katz of Woodland Hills, California; William J. Hooker of 
McLean, Virginia; Franklin M. Desser of Los Angeles, 
California; and Martin Balser of Encino, California 
(‘‘Defendants’’). The Complaint charges the defendants 
with violations of Section 17(a) of the Securities Act of 
1933 and Section 10(b) of the Securities Exchange Act 
of 1934 and Rule 10b-5 thereunder. 


The Complaint alleges that the defendants made state- 
ments which were false and misleading at the time 
made relating to an Electron Radiography imaging 
System, developed by Xonics (““XERG”’). The alleged 
false and misleading statements relate to the per- 
formance ability of XERG units, the existence of testing 
programs for XERG at independent medical institutions, 
the interest of and support by various agencies of 
United States Government for research, development, 
evaluation and utilization of XERG units and the ability 
of Xonics to manufacture and market commercially 
XERG units. 


The Complaint further alleges that the defendants 
omitted to state material facts regarding XERG. Such 
material omissions include performance difficulties 
encountered with the XERG imaging system; the lack of 
clinical testing of XERG units, the fact that certain 
scientific investigators involved in independent pro- 
grams evaluating XERG units had been and were paid 
consultants to Xonics and that some of such 
investigators held Xonics stock options, the fact that 
the Nationai Cancer Institute had decided not to renew 
funding for continuation of a previously disclosed 
testing program of XERG chest units, the fact that 
“sales’’ of XERG units were subject to certain con- 
ditions, the fact that ‘‘order’’ for XERG units were 
options to purchase, the fact that the only chest unit 
sold and delivered had been returned for full 
reimbursement because of repeated mechanical failures 
and the absence of a firm contractual commitment from 
Agfa-Geveart to produce any XERG units. 


In addition, the Complaint alleges that the defendants 
stimulated artificial demand for, and supported the price 
of, Xonics stock by making undisclosed payments in the 
guise of consulting and other fees to stock brokerage 
firms, persons associated with stock brokerage firms 
and others, in connection with the promotion, offer and 








sale of Xonics stock. Such payments were allegedly 
also made to persons who prepared and disseminated 
to the public favorable research reports, press articles 
and other materials regarding Xonics and XERG. 
Furthermore, it is alleged that the defendants knowingly 
reviewed and acquiesced in the preparation and 
dissemination to the public of such research reports 
which were known to contain untrue statements of 
material facts and material omissions. 


Filed simultaneously with the above-described com- 
plaint, the SEC and the defendants filed a proposed 
final judgment and order. Without admitting or denying 
the allegations in the complaint, the defendants have 
stipulated to the entry of the proposed order of 
permanent injunction which would enjoin the de- 
fendants from violations of Section 17(a) of the 
Securities Act of 1933 and Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10b-5 
thereunder. The defendants also consented to the entry 
of a proposed order requiring Xonics to amend its 
reports filed with the Commission and its previous 
public statements by filing a report with the Com- 
mission on Form 8-K within sixty (60) days of the 
Court's order, which report Xonics would have to 
distribute to each and everyone of its shareholders. The 
defendants further consented to a proposed order 
enjoining the defendants from offering, purchasing or 
selling the securities of Xonics until the tenth day after 
the dissemination to the shareholders of Xonics of the 
aforementioned 8-K report. 


Furthermore, the defendants consented to the entry of 
a proposed order of the court requiring Xonics to, 
within sixty (60) days of the entry of the judgment, 
establish and maintain a permanent committee of the 
Xonics board of directors, the majority of the members 
of this committee to be individuals who are not 
defendants in this action and who are not officers or 
employees of Xonics, which committee would establish 
and enforce guidelines to insure that future press 
releases, newsletters, shareholder letters, annual re- 
ports, prospectuses and other communications to the 
public by Xonics shall contain full and fair disciosure. 


The case has been assigned to the Honorable Francis 
Whelan who has not had an opportunity to consider the 
matter. No order has been entered by the Court as of 
this date. 





Litigation Release No. 7866/April 13, 1977 


SEC v. INVESTMENT DIVERSIFIED, LTD., ET AL. 
(N.D. ILLINOIS CIVIL NO. 76 C 4184) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange 
Commission, announced that on April 6, 1977, the 
Honorable Alfred Y. Kirkland, United States District 
Judge for the Northern District of Illinois, Eastern 
Division, entered a Final Judgment of Permanent 
Injunction and Order Granting Ancillary Relief by 
Default against Investment Diversified, Ltd., an Illinois 
corporation, and Dennis M. Keese of Mundelein, 
Illinois, permanently enjoining Investment and Keese 
from future violations of the registration and anti-fraud 
provisions of the Federal securities laws in the offer and 
sale of securities, namely, limited partnership interests 
in Coastal Shellfish. 


In addition, the Order required the defendants to 
provide the court an accounting of all funds received 
from investors in connection with the limited 
partnership interests sold by the defendants, the uses to 
which such investor funds were put and the amount 
and location of any remaining funds. 


For further information, see Litigation Release No. 
7655. 





Litigation Release No. 7867/April 13, 1977 


U.S. v. SOLOMON, HARRISON, et al. 
(Central Division of California, 77-244, 245, 246, 247) 


William D. Keller, United States Attorney in Los 
Angeles and Gerald E. Boltz, Regional Administrator of 
the Los Angeles Regional Office jointly announced that 
on February 24, 1977, a federal Grand Jury returned 
four separate indictments charging eight persons with 
having committed numerous frauds invoiving bribes 
and kickbacks in connection with the purchase by two 
mutual funds of more than $800,000 of securities in 
several different companies. The two mutual funds are 
the All American Fund of Los Angeles, California and 
the Financial Fund of Seattle, Washington. 


Two of the indictments concerned essentially the same 
transaction. Named as defendants in these indictments 
are: Benjamin Zitron, 40, of New York, New York and 
formerly chairman of the board of Allied Management 
and Systems, Inc. (Allied), a publicly-owned company 
that went out of business in 1974 and chairman of the 
board of Cassette Sciences Corporation (Cassette), 
which was a majority-owned subsidiary of Allied; 
Theodore H. Brodsky, 53, of Beverly Hills, California; 
James Dizon, 42, of Beverly Hills, California; Peter 
Polland, 43, of Los Angeles, California and 
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brother-in-law and business partner of Dizon; Robert 
Solomon, 36, of Encino, California; and Kay Harrison, 
58, of Los Angeles, California. Harrison was the former 
fund administrator for both mutual funds. 


The two related indictments charge that Harrison and 
Solomon caused the two mutual funds to pay $235,000 
for Allied and Cassette stock. The stock that was 
purchased by the mutual funds is alleged to have been 
Zitron’s and it was further alleged that Zitron paid 
$40,000 in bribes and kickbacks in the form of currency 
to Solomon, Harrison, Dizon and Polland in connection 
with the purchase of the stock. It is alleged that 
Solomon and Harrison obtained approximately $25,000 
of the money that was kickedback with Dizon and 
Polland receiving the remainder. Brodsky received 
additional compensation from Zitron for arranging these 
transactions, according to the indictment. 


The indictment further alleged that Zitron and Brodsky 
knew but would and did omit and failed to disclose to 
the agents of the mutual fund that at the time of the 
planned transaction, Cassette was undergoing severe 
financial and business problems resulting from an acute 
shortage of cash and that unless Cassette raised very 
large amounts of capital, its business and the business 
of Allied would thereby be badly and materially 
damaged. The indictment states that between april 25, 
1973 and May 25, 1973, the mutual funds paid $7.00 per 
share for 25,000 shares of Cassette and that by July 17, 
1973, the price of Cassette had dropped to 25 cents per 
share. 


In addition to the conspiracy count, 13 other felony 
charges were filed. Most allege violations of the 
securities laws prohibiting fraud in connection with the 
purchase of stock and fraud upon mutual funds by their 
advisers. Defendants Dizon and Polland, however, are 
also charged with one count of perjury in connection 
with their testimony before the Grand Jury. Each of the 
charges carries a maximum sentence of five years and a 
$10,000 fine. Zitron is named in 12 counts. Dizon and 
Polland are each named in six counts. Harrison in nine 
counts, Solomon in three counts and Brodsky is named 
in eight counts. 


Named as defendants in the third indictment were 
Dizon, Polland, Solomon and Harrison. 


The indictment alleges that in November, 1972, all four 
defendants conspired to cause the All American Fund 
to pay $112,500 for Torr Laboratories, Inc. stock which 
was owned by Dizon and Polland. 


The indictment charges that Dizon and Polland agreed 
to pay a kickback to Solomon of $54,000 from the 
monies they would receive from the sale in order that 
Solomon would use his influence with the mutual funds 
to see that the purchase was made. The indictment 
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goes on to allege that Harrison agreed to go along with 
the transaction as she was partner with Solomon in a 
new management company, Financial Management 
Corporation of America. The indictment further alleges 
that Harrison received various forms of additional 
compensation including the free rental and use of a 
Cadillac automobile for a period of time and the right to 
sell her interest in Financial Management Corporation of 
America at a profit to her of approximately $15,000. 


In addition to the conspiracy counts, the indictment 
contains four charges alleging various violations of the 
Investment Company Act and the Investment Advisers 
Act. The provisions, in essence, prohibit the 
acceptance of compensation by a person affiliated with 
a mutual fund, prohibits the commission of a fraud 
brought by an investment adviser on a client, and 
prohibits the conversion of a mutual fund’s money. 


Named as defendants in the fourth indictment are: 
Kenneth Lindquist, 42, of Logan, Utah; David Nemelka, 
39, of Salt Lake City, Utah; Harrison, and Solomon. 


The last indictment alleges that Lindquist and Nemelka 
obtained physical custody over approximately 80 
percent of the voting stock of Gas-N-Save of Idaho, 
Inc. (GNS) which was a publicly owned corporation 
ostensibly engaged in the establishment of self service 
gasoline stations in the Pacific Northwest. The 
indictment charges that Lindquist and Nemelka offered 
compensation or bribes to defendants Solomon and 
Harrison in return for their causing the All American 
Fund and the Financial Fund to purchase $150,000 
worth of GNS securities which Lindquist and Nemelka 
controlled. According to the indictment, the 
compensation given to Solomon and Harrison consisted 
of three things: “‘‘position of a block of shares of 
Gas-N-Save, that would be large enough to constitute 
control over that company; the power to select and 
install directors and officers of Gas-N-Save and in the 
case of Sclomon the payrnent of at least $5,000 from 
the proceeds of the sale of the Gas-N-Save stock.” The 
indictment charges that in return for the above 
described compensation, which was concealed from 
both Fund’s directors and investment committees, 
defendants Harrison and Solomon caused $150,000 to 
be paid by the funds for the Gas-N-Save stock. 
Nemelka and Lindquist received a portion of that 
amount according to the allegations in the indictment. 


In addition to the conspiracy count, 10 other felony 
charges are set forth in the indictment. They include 
alleged violations of the Investment Company Act and 
the Investment Advisers Act. Those provisions, in 
essence, prohibit self dealing by affiliates of mutual 
funds. 


In addition, the defendant, Lindquist, is charged with 
one count of committing perjury before the Grand Jury. 








Altogether Lindquist is named in nine counts, Nemelka 
in seven counts, Harrison in eight counts and Solomon 
in three counts. 





Litigation Release No. 7868/ April 14, 1977 


SEC v. WASHINGTON COUNTY UTILITY DISTRICT, 
et al. 
(E.D. Tenn. C-2-77-15) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
announced that on March 30, 1977, the Honorable 
Charles G. Neese, Judge of the United States District 
Court for the Eastern District of Tennessee, 
Northeastern Division in Greeneville, issued orders of 
preliminary and permanent injunction from further 
violations of the anti-fraud provisions of the federal 
securities laws against Washington County Utility 
District (‘‘“WCUD”’), of Washington County, Tennes- 
see, a ‘’municipality or public corporation’’, 
Commissioners Paul G. Puckett of Johnson City, 
Tennessee, and Stella B. Harwood of Jonesboro, 
Tennessee and Hertz N. Henkoff of Boston, 
Massachusetts, an attorney who served as bond 
counsel for several issues of revenue bonds of WCUD. 


WCUD was further directed to make an accounting of 
the receipt and disbursement of all funds received in 
connection with all revenue bonds it has issued. 


Puckett and Harwood were ordered to disgorge certain 
bonds of WCUD in their possession and to pay over to 
the Clerk of the Court for the benefit of bondholders the 
proceeds from the sale of certain other bonds of 
WCUD. 


In addition, Judge Neese signed an order of preliminary 
injunction with respect to Wade H. Patrick of Johnson 
City, Tennessee, the manager of WCUD and ordered 
that a trust be impressed upon ali of his assets and that 
he make an accounting of aii income, property or other 
assets received by him from WCUD or from other 
source as a result of activities involving WCUD. 


Between 1965 and 1975 WCUD had made seven 
different bond offerings; four for its garbage division 
($2,175,000) and three for its cable antenna television 
division ($1,500,000). 


The complaint alleged numerous untrue statements of 
material facts concerning, among other things, the use 
of the proceeds obtained from the sale of revenue 
bonds issued by WCUD; the purposes for which the 
bonds were issued; the priority of liens of the 


bondholders on property owned by WCUD or its 
divisions; and the sufficiency of revenues in each 
division of WCUD to meet expenses including debt 
service. The complaint also alleged numerous omissions 
to state material facts including the following: that 
WCUD bonds were sold at substantial discounts, 
ranging from 10 to 42 percent; that WCUD prior to 1975 
failed to have audited financial statements prepared; 
that WCUD was not making payments into a sinking 
fund to retire the bonds outstanding; that proceeds 
from the sale of bonds were used for purposes other 
than represented in prosepectuses or authorized in the 
bond resolutions, such as loans to Patrick and 
companies controlled by Patrick or his relatives, 
payment of interest on prior issues of bonds, and loans 
or advances to other divisions of WCUD. 


The individual defendants consented to the relief 
requested; the decree against WCUD was entered by 
default. 


For further information, see Litigation Release No. 
7782. 





Litigation Release No. 7869, April 14, 1977 


UNITED STATES v. JEROME H. TRUEN, SHELDON 
SALMON, WILLIAM A. HELMAN, MELVIN SPIEL- 
MAN AND BERNARD C. ZIPERN, 

S77 Crim. 140 (S.D.N.Y.) 


William D. Moran, Administrator of the New York 
Regional Office (‘‘NYRO”’) of the Securities and 
Exchange Commission (‘‘Commission’’), and Robert B. 
Fiske, Jr., United States Attorney for the Southern 
District of New York (U.S. Attorney’’), announced 
that on February 23, 1977 a federal Grand Jury sitting in 
the United States District Court for the Southern 
District of New York returned a forty-seven count 
indictment against Jerome tH. Truen, Sheldon Salmon, 
Willian A. Heiman, Meivin Spielman and Bernard C. 
Zipern charging them with violations of the mail fraud 
statutes. On March 10, 1977, an additional two counts 
of mail fraud were added to the indictment. 


The defendants are former principals of S.J. Salmon & 
Co., Inc. (S.J. Salmon’’), a defunct New York City 
broker-dealer whose registration with the Commission 
was revoked on August 7, 1975. The indictment is the 
second one in this matter returned against the five 
individuals. On January 27, 1977, they were charged in 
a one count indictment with conspiracy to violate the 
federal securities laws. 


The indictment charges that beginning on or about 
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January 1, 1969, the defendants, through the use of the 
mails, participated in a scheme to defraud the Securities 
Investor Protection Corporation (““SIPC’’) of money and 
property in excess of $500,000 by means of false and 
fraudulent devices, pretenses, representations and 
promises. These fraudulent devices included, among 
others, the following: 


(1) Executing false, fraudulent and fictitious trades for 
the accounts at S.J. Salmon of nominees, creditors, 
friends and relatives, for the purpose of increasing the 
monetary value of claims said defendants and said 
persons would and did make to SIPC; 


(2) Tampering with the time stamping machine used at 
S.J. Salmon so as to make it appear that time stamped 
order tickets reflecting the trades described in 
paragraph 1 above were executed prior to the time 
when S.J. Salmon had been compelled to stop doing 
business; and 


(3) Preparing and mailing to SIPC false, fraudulent, and 
fictitious claims for reimbursement of money and 
securities purportedly lost due to the liquidation of S.J. 
Salmon. 


The defendants were previously sanctioned by the 
Commission in a related administrative proceeding 
instituted on September 26, 1974 and entitled /n the 
Matter of S.J. Salmon & Co., Inc., et al., Adm. Proc. 
File No. 3-4556. (See Securities Exchange Act Release 
Nos. 34-11045, 34-11576, 34-11695, 34-12007 and 
34-12679). 





Litigation Release No. 7870/ April 14, 1977 


SEC v. XONICS, INC., et al. 
(C.D. Cai.) CV 77 1274 FW 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office of the Securities and Exchange 
Commission (‘Commission’), announced that on April 
11, 1977, the Honorable Francis Whelan of the U.S. 
District Court for the Central District of California 
entered an order permanently enjoining Xonics, Inc. of 
Van Nuys, California; Bernard B. Katz of Woodland 
Hills, California; William J. Hooker of McLean, Virginia; 
Franklin M. Desser of Los Angeles, California; and 
Martin Baker of Encino, California (“Defendants”) from 
violations of Section 17(a) of the Securities Act of 1933 
and Section 10(b) of the Securities Exchange Act of 
1934 and Rule 10b-5 thereunder. The order requires 
Xonics to amend its reports filed with the Commission 
and its previous public statements by filing a report with 
the Cornmission on Form 8-K within sixty (60) days of 
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the Court’s order, which report Xonics must distribute 
to its shareholders. The defendants are enjoined from 
offering, purchasing or selling Xonics securities until the 
tenth day after the dissemination to the shareholders of 
the aforementioned 8-K report. Furthermore, the Order 
requires Xonics to establish and maintain a permanent 
committee of its Board of Directors, the majority of the 
members of this committee to be individuals who are 
not defendants in this action and who are not officers or 
employees of Xonics, which committee must establish 
and enforce guidelines to insure that future press 
releases, newsletters, shareholder letters, annual 
reports, prospectuses and other communications to the 
public by Xonics shall contain full and fair disclosure. 


The Judgment and Order was issued in connection with 
a complaint filed by the Commission alleging that the 
defendants had made statements which were false and 
misleading at the time made with regard to an Electron 
Radiography Imaging System developed by Xonics 
(‘‘“XERG’’). The complaint also alleged that the 
defendants had stimulated artificial demand for, and 
supported the price of, Xonics stock. For more details 
on the allegations, see Litigation Release No. 7865/ April 
12, 1977. 


Without admitting or denying the allegations in the 
complaint, the defendants consented to the entry of the 
permanent injunction and ancillary relief. 





Litigation Release No. 7871/April 14, 1977 


SEC v. GULFPORT OIL & GAS CORPORATION, ET AL 
CA H-77-326 (S.D.TX.) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional! Office of the Securities and Exchange 
Commission, and Daniel R. Kirshbaum, Assistant 
Regional Administrator of the Houston Branch Office, 
announced today that on April 12, 1977, Federal District 
Judge John V. Singleton, Jr., Houston, entered an 
order of nermanent injunction against Francis S. Fallon, 
Jr., A/K/A Mike Fallon, Tampa, Florida. 


Fallon consented to the entry of the order without 
admitting or denying the allegations in the 
Commission's complaint filed February 28, 1977, which 
alleged violations of the securities registration and 
antifraud provisions of the federal securities laws in 
connection with sales of fractional undivided working 
interests in oil and gas leases located in DeSoto Parish, 
Louisiana, Miller County, Arkansas, and Duval County, 
Texas, issued by Gulfport Oil & Gas Corporation. 
Orders of permanent injunction by consent had been 








previously entered against all other defendants named 
in the complaint. 






For further information, see Litigation Release Nos. 
7834 and 7807. 





Litigation Release No. 7872/April 14, 1977 


SEC v. TAHOE CORPORATION, VERNON J. HUFF 
(C.D. CA, CV 77-1247-HP) 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office of the Securities and Exchange 
Commission announced that on April 5, 1977 a civil 
injunctive complaint was filed in the United States 
District Court for the Central District of California 
against Tahoe Corporation and Vernon J. Huff both of 
Phoenix, Arizona. 


The suit seeks to enjoin the defendants from further 
violations of the registration and anti-fraud provisions of 
the federal securities laws and ancillary relief in the form 
of an order preventing the transfer of assets other than 
in the ordinary course of business. 


The complaint alleges that the defendants violated the 
registration and anti-fraud provisions of the federal 
securities laws in connection with the offer and sale of 
securities in the form of promissory notes, fractional 
undivided interests in gas wells and interests in limited 
partnerships in gas wells located near Monroe, 
Louisiana. 


The complaint further alleges that the defendants 
utilized sales brochures and orai representations to 
investors which contained omissions of material facts 
including defendant Huff's prior permanent injunction 
involving the registration and anti-fraud provisions of 
the federal securities laws and the payment of 
non-disclosed commission to sales agents and mis- 
representations of materia! facts including the issuer’s 
ability to produce a profit, use of proceeds, and 
authenticity of documents provided to investors. 





The compiaint also alleges that the defendants raised 
approximately $5 million from hundreds of investors. 


Concurrently with the filing of the complaint, the 
defendants consented to the Court's entry of a 
permanent injunction from further violations as alleged 
and issued an order preventing the transfer of assets 
other than in the ordinary course of business. The Court 
further approved the defendants’ undertaking to 
establish a trust in order to aid investors in obtaining a 
return of their investments. 













Litigation Release No. 7873/ April 14, 1977 


SEC v. L & S PETROLEUM, INC., ET AL. 
(W.D. OKLA.) (CA FILE NO. 77-0268-D) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, today announced that on April 6, 1977, 
Federal District Judge Fred J. Daugherty, at Oklahoma 
City, Oklahoma, entered orders of permanent injunction 
by consent enjoining Kenneth G. Hungerford, II, Grand 
Rapids, Michigan, and Courtland Rand Michaels, 
Hartville, Ohio, from further violations of the 
registration provisions of the federal securities laws. 


In addition, Judge Daugherty entered an order of 
preliminary injunction by consent enjoining L & S 
Petroleum, Inc. and Thomas A. Laumann, both of 
Oklahoma City, from further violations of the 
registration and antifraud provisions of the federal 
securities laws. Judge Daugherty also entered an order 
of preliminary injunction by consent enjoining Peter R. 
Maupin, Universal City, Texas, from further violations 


of the registration provisions of the federal securities 
laws. 


Ali the defendants consenied io the entry of the 
injunctive orders withcut admitting or denying the 
allegations in the Commission’s complaint, which was 
filed March 23, 1976. 


For further information see Litigation Release No. 7848. 
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